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TOUGH CUSTOMER... 


“Needed blanket bonding protection, but 


would not believe he had an exposure. 


“Then our Crum & Forster fieldman suggested 


we let our ‘tough customer’ rate himself with 
the new Bonding Test-Check. 


"It took him about ten minutes. The Test-Check 
showed how he could have a loss, how much 
he might lose, even the amount of the bond 
he should carry. We closed the sale 

then and there.” 


THE LATEST IN THE @) INSURANCE TEST-CHECK SERIES, 
SUBJECT: BLANKET BONDS. 





The newe story was briet... 


taal Firm! 
Opens the door to new accounts, 


diversifies agency volume, develops 
premiums. Contact the office nearest 


you or write Sales Dept., Crum & 





Forster Group of Insurance Companies, 
110 William St., New York 38. 





UNITED STATES FIRE 'NSURANCE CO. 
RT] ; THE NORTH RIVER INSURANCE CO. 
CRUM & FORSTER GROUP He ” 

= WESTCHESTER FIRE INSURANCE CO. 
THE WESTERN ASSURANCE CO. 
SOUND, DEPENDABLE INSURANCE THE BRITISH AMERICA ASSURANCE CO. 


110 WILLIAM STREET, NEW YORK 38, N. Y. 


f Insurance Companies 


EASTERN DEPT... MEW YORK © WESTERN DEPT. FREEPORT, ILL. * PACIFIC DEPT. SAN FRANCISCO + SOUTHERN DEPT. ATLANTA + ALLEGHENY.OHIO DEPT. PITTSBURGH *- VIRGINIA-CAROLINAS DEPT. DURHAM. N.C 





“Unforeseen events...need not change*and shape the course of man’s affairs” 


You never know what tomorrow will bring... 


It may bring a burglary, robbery, holdup, accident, or lawsuit—any number 
of things which could ruin you, or your business. There’s no sure way of 
protecting yourself against misfortune, but you can protect yourself 
against its financial effects. Insurance, providing broad coverage 
for both your home and business, is available through your local 
independent agent who represents the Maryland in your community—or your 
broker. He’ll make sure your insurance needs are cared for. 
Remember: because he knows his business, it’s good business for you to know him. 


MARYLAND CASUALTY COMPANY 


Baltimore 3, Maryland * 


YOUR Mf xseprasea: 
There are many forms of Maryland protection for business, industry, and the home. Casualty Insurance, Fidelity a} | mone 


and Surety Bonds, and Fire and Marine Insurance are available through 10,000 agents and brokers. Mig 


Another striking advertisement to help build more business for the local agent or broker 
by dramatizing the importance of insurance to value. 





Insuranee Stocks 


Over-the-counter Market 


1960 Range 
Fire and Casualty Companies High ow 
Aetna Casualty (a) 91 y 
Aetna Insurance 
Agricultural Insurance . 
American Equitable Assurance 
American General Insurance 
American Home Assurance 
American Insurance 
American Re-insurance 
Bankers & Shippers Insurance 
Boston Insurance . 
Camden Fire Insurance 
Continental Casualty 
Continental Insurance 
Employers’ Group Associates (c) 
Employers Re-Insurance 
Federal Insurance 
Fidelity & Deposit Co. of Md 
Fireman's Fund Insurance 
General Re-insurance 
Glens Falis Insurance 
Globe & Republic Insurance 
Great American Insurance 
Hanover Insurance 
Hartford Fire Insurance (f) 
Hartford Steam Boiler Insp. & Ins 
Home Insurance Compan 
Insurance Co. of North America (c) 
Jersey Insurance Co. of N. Y 
Kansas City Fire & Marine Ins 
Maryland Casualty 
Massachusetts Bonding & Ins 
Massachusetts Protective Assoc 
Merchants Fire Assurance 
Merchants & Manu. Ins. 
National Fire Insurance 
National Union Fire Ins 
New Amsterdam Casualty 
New Hampshire Insurance (b) 
New York Fire Insurance 
North River Insurance 
Northeastern Insurance 
Northern Insurance 
Northwestern Nat'l. Ins 
Ohio Casualty 
Old Republic Ins. 
Pacific Indemnity 
Pacific Insurance 
Peerless Insurance 
Phoenix Insurance 
Providence Washington Ins. 
Providence Washington Ins., Pfd 
Reinsurance Corp. of N. Y 
Reliance Insurance 
St. Paul Fire & Marine Ins 
St. Louis Ins. 
Seaboard Surety 
Security Insurance . 
Springfield Fire & Marine Ins. (b) 
Springfield Fire & Marine Ins., Pfd 
Standard Accident Ins. 
Trinity Universal 
U. S. Fidelity & Guaranty 
U. S. Fire Insurance 
Westchester Fire Insurance 
Life Companies 
Aetna Life 
American National Life 
Bankers National Life 
Beneficial Standard Life 
Business Men's Assurance 
Calif. Western States Life (c) 
Commonwealth Life (Louisville) 
Connecticut General Life 
Continental Assurance 
Franklin Life (b) 
Government Employees Life 
Gulf Life 
Jefferson Standard Life (c) 
Kansas City Life 
Liberty National Life 
Life & Casualty 
Life Ins. of Vir. (g) 
Lincoln National Life 
Mass. Indemnity & Life 
Monumental Life 
National Life & Accident 
North Amer. Life (Chicago) 
Phila. Life (2) 
Quaker City Life (b) 
Republic Nat'l. Life (a) 
Southland Life 
Southwestern Life 
Travelers 
ey! hs (Chicago) 
U. S. 
West ais Life (e) 


(a) Adjusted for 2 for | split and 25% dividend 
(b)Adjusted for 5¥% stock dividend 

(c) Adjusted for 2 for | split. 

(d) Adjusted for 10% stock dividend 

(e) Adjusted for 20% stock dividend 

(f) Adjusted for 2 for | split and 100% stock dividend. 
(g) Adjusted for | for 24 stock dividend 


Best’?’s Stock Index 





Bid Price 
8/31/60 
86/2 








1959 
End of 30 Fire 30 *500 30Fire 
Month & Cas. Life Stocks & Cas. i Stocks 


January ... 37.5 191.5 55.4 36.5 ‘ 55.6 
February .... 37.8 186.3 55.4 37.1 g 56.1 
March ; 37.3 184.5 55.4 37.2 55.3 
April ... im 37.5 188.7 57.6 36.6 . 54.4 
eee 36.5 183.4 58.7 36.9 . 55.8 
June 35.2 180.3 58.5 37.6 . 56.9 
July ... 37.2 198.0 60.5 38.2 ; 55.5 
August 36.6 198.4 59.6 39.5 . 57.0 
September ... 33.9 187.0 56.9 
October ..... 33.7 184.1 57.5 
November ... 35.8 188.7 58.3 
December .... 37.9 190.4 59.9 
Index base for the three above, 1941-43 = 


* Standard & Poor's daily stock price index a 425 industrial, 25 railroad 
and 50 public utility stocks combined. 


Building Cost Index 


puspawevnuenwneaenheeneueeenveeaeaenmnnneaweenne 


Avg. July Avg. July 
1939 1960 1939 = 1960 
Boston 210 745 Minneapolis 202 
New York 219 778 Kansas City 209 
Buffalo 205 760 St.. Louis 208 
Baltimore 198 729 Atlanta 187 
Philadelphia 196 700 Dallas 171 
Pittsburgh 219 702 New Orleans 194 
Cincinnati 209 712 Denver 195 
Cleveland 206 726 Seattle 195 
Chicago 205 659 San Francisco 183 
Indianapolis 206 716 Los Angeles 167 
Detroit 208 767 
Milwaukee 209 756 National Average 200 


This index (1913 = 100) applies to construction only and does not in- 
clude building fixture items such as plumbing, heating, lighting, sprinkler 
system, etc. It is based on average costs under norma at conditions with no 
allowance for overtime, premiums on materials, or special conditions. It is 
the composite of four types of buildings, frame, brick, concrete and steel 
—and therefore should be used only as a trend as it is not applicable to 


specific buildings. Furnished courtesy of the American Appraisal Com- 
pany. 
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Securities Markets 
to suit every need 


of Institutional 
Investors 


Securities of the United States 
Government and its Agencies 

State, Municipal, Revenue and Housing 
Securities 

Bonds, Preferred and Common Stocks 
of Industrial, Public Utility and 
Railroad Corporations 

Bank Stocks 


Casualty, Fire and Life Insurance 
Company Stocks 


Bankers’ Acceptances 


Securities of the International Bank for 
Reconstruction and Development 


Canadian Securities 


External Dollar Securities 


For September, 1960 


The 


FIRST BOSTON 
CORPORATION 


15 Broap St. «+ NEW YORK 5 « DIcsy 4-1515 
Boston PITTSBURGH CHICAGO PHILADELPHIA 


San FRANCISCO CLEVELAND 


@ Underwriter Distributor Dealer 


Cf ae 
Investment Securities 





is.... Security? 


Security is a key word in your vocabulary — 
your work — your life. 


To your clients, your use of the word Security 
suggests the good life — the family or the busi- 
ness protected from unpredictable disasters. 


To you, Security is a key to better business — 
the multiple line company pledged to the Amer- 
ican Agency system. You know Security as the 
complete line backed by modern merchandis- 
ing methods — priced to meet direct writer 


The 

GR LL PL EL PL 
Security « Connecticut 
Insurance Group 


New Haven 5S, Connecticut 


SECURITY IS 


asinine : 
64 . 


competition, and shaped to sell fast with mod- 
ern features like monthly payments and devi- 
ated policies. 

To all the millions who have come to know 
Security, it is an important name in insurance. 


SECURITY-CONNECTICUT 
— the single source for all these lines: 


life * accident « fire * casualty * group * automobile* marine « 


bonds « and all other forms of personal and business insurance. 


Security Insurance Company of New Haven 
Connecticut Indemnity Company 
Security-Connecticut Life Insurance Company _ 
Fire & Casualty insurance Company of Connecticut 
Founders’ Insurance Company 
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EDITORIAL 


The Editors’ Corner 

Semi-Annual Results—Stock Companies 
Accident and Health Experience 
Assent and Dissent 


MANAGEMENT and GENERAL 


London Lloyd's 1959 Report 

The Importance of Being Human 

A Common Endeavor (A. & H.) 

Is the Price Right? (Buyers' Round Table) 
Merit Rating Results 

All Line a (Selling Life) 
The Judge Says 

News from London 

Investigations of Claims (Loss Logic) 
A View of Reinsurance 

A Business Philosophy 


SALES and EDUCATION 


Direct Mail 

Door Opener . 

C.P.C.U. Questions and Answers (Part III} 
Selling Parade 

Quiz of the Month 


LOSS CONTROL 


Fire Safety on the Job 

Fire Safety at Home 

Behind the Losses 

Fire Losses, Motor Vehicle Deaths, Accidental Deaths 


OFFICE METHODS 


Modern Aids to Office Efficiency 
Booklets .... 

Optical Scanning 

Overall Company Budget [1.A.S.A.) 

Controlling Absenteeism and Tardiness (Around the Office) 
Office Automation ... 

Office Equipment Directory 


MISCELLANEOUS 


Insurance Stocks 

Best's Stock Index 
Building Cost Index 
Company Developments 
Conventions Ahead 
Rate Changes 

New Publications 

Home Office and Field Appointments 
Association Notes 
Reports on Companies 
New Directors ... 





company developments 


ARKANSAS 
Casualty Ins. C 


Admitted 


FLORIDA Admitted 
Harbor Insurance Company 
National Service Fire Ins. C 


GEORGIA 
Nationwide Insurance 


Admitted 


ILLINOIS 
Market Insurance Company 
Admitted 


mpar 


Licensed 


Celina Mutual Insurance C 


INDIANA 


Atlantic Pa 


Licensed 


Admitted 


Bay State Insurance 


KENTUCKY Admitted 
The Americar ce Compar 
LOUISIANA 

Union National Fire | 


Licensed 


MARYLAND 
Northland Insurance Company 
Wabash Fire and Casualty Ins. C 


Admitted 


MICHIGAN 

Berkshire Mutual Fire 
Emeasco Insurance C 
Security National In 


Admitted 


MINNESOTA 
American Allied Mutual! | 


Licensed 


MISSOURI Admitted 
The American R e Compar 
NEW JERSEY 
Automobile Clu 
Northland Ins 


Admitted 


urance 7 any 
Withdrew 

New York Mutual Cas. C 

NEW ECO 

Safeco Insuran 

Utica Mutua 


Admitted 


rt 


Insurar 


NEW YORK 


American Sea Ir 


Licensed 


“Merged 
General Exchange 
with and 
Motors Insu 
Examined 
ra Eagle Fire f wo Var 
General Mutua 
The Indemnity 
The Metropolitar 
New York 
Norwich Union 
The Tugboat Unde 


NORTH CAROLINA 
Southern Fire & Casualty C 


Admitted 


Examined 


a. . - 
®& Indemnity mpa 


Security Fire 


OHIO 


Consolida 


Admitted 
ted Underwriter 

Examined 
Ohio Valley Insurance Cor ‘ 
Western hens Mutua Co 
PENNSYLVANIA 
Bay State Insurance Company 
Insurance Sian any of St. L 
Examined 


Admitted 


Farmers Alliance and Ind 


Insurance Company .. 


1}, n Mut 


Los Angeles, Calif. 


Los Angeles, California 
..Memphis, Tennessee 


Ohio 


Columbus 


Chicago, 


Illinois 


Celina, Ohi 


Indianapolis, Ind. 


Andover, Mass. 


Dearborn, Michiaan 


Baton Rouge, Louisian 


St. Paul, Minnesota 
Indianapolis, Indiana 


Pittsfield, Massachusetts 


Des Moines, lowa 
Galveston, Texas 


slis, Minnesota 


Columbu Ohio 
St. Paul, Minnesota 


New York New York 


eattle, Washinaton 
Utica, New York 


New York, New York 


New York, New York 
New York, New York 
Hartford, Conn 
Albany, New York 
New York, N. Y. 
New York New Yi rk 
..New York, N. Y. 
New York, N. Y. 
Knoxville, Ter 


Charlotte, 


Kansas City, Missouri 


Cleveland, Ohic 
.Wooster, Ohio 


Andover, Massach 


. St. Louis, M 


ual Fire 


. Shinglehouse, Penna 


Franconia Mennonite 
Insurance ... 
The Fulton County Mutual Fire Ins. Co. 
Old Elizabeth Mutual Fire Ins. Co. 
Pymatuning Mutual Fire Ins. Co. . 

Quaker City Insurance Company 


The Tioga County Grange Mut. Fire Ins. Co. 


The Wallrose Mutual 


Insurance Company 


VERMONT Examined 
State Mutual Insurance Comany 
Vermont Accident Insurance Company 


WASHINGTON 
Allied Western Mutual Fire 


Withdrew 
Ins. Co. 


WISCONSIN Admitted 
Automobile Club Insurance Company 
Globe Security Insurance Company 
Reliance Marine Insurance Company, Ltd. . 


VIRGIN ISLANDS 
Federal Insurance Company . 
St. Paul Fire & Marine Ins. Co. . 


QUEBEC 
Munich Reinsurar 


Admitted 


Licensed 
ce Company of Canada 


Philadelphia, 


» Aid Plan for Mutual Fire 


Penna. 
Penna. 
Penna. 
Penna. 
Penna. 
.. Tioga, Penna. 

, Penna. 


_Lansdale, 

: "Needmore, 
. .Elizabeth, 
..Mercer, 


Montpelier, Vermont 
..Rutland, Vermont 


Kansas City, Mo. 


..Columbus, Ohio 
....Chicago, Illinois 
..New York, N. Y. 


..New York, N. Y. 
St. Paul 2, Minn. 


Quebec 


Montreal, 





econventions ahead 


SEPTEMBER 


New Hampshire Assn. of Ins. Agents, Mt. Washington, Bret- 


ton Woods. 


idaho Assn. of Ins. Agents, Sun Valley. 


International Claim Association, White Face Inn, White 


Face. 


Minn. Assn. of Mutual Ins. Agents, Pick-Nicollet, Minneapolis. 
Washington Assn. of Ins. Agents, Olympic Hotel, Seattle. 
Canadian Federation of Ins. Agents, Mont Tremblant Lodge, 


Mont Tremblant. 


Oregon Assn. of Ins. Agents, Sheraton-Portland, Portland. 
Mutual Ins. Agents Assn. of Indiana, Van Orman, Fort Wayne. 
Nevada State Association of Insurance Agents, Las Vegas. 
National Association of Insurance Agents, Chalfonte-Haddon 
Hall, Traymore, and Claridge Hotels, Atlantic City. 

Assn. of Superintendents of Insurance of the Provinces of 


Canada, Chateau Frontenac, Quebec 


Canadian Independent Adjusters Conference, Guild of All 


Arts Inn, Toronto 


OCTOBER 


National Assn. of Cas. & Surety Executives, The Greenbrier, 


White Sulphur Springs 


Mutual Ins. Agents ena of New England, Wentworth-by- 


the-Sea, Portsmouth, 


Assn. of Average ro Hotel Astor and N.Y. Board of 


Fire Underwriters, New York City 
California Assn. of Ind. Ins. 
Angeles 


Adjusters, Ambassador, Los 


Insurance Economics Society of America, Edgewater Beach 


Hotel, 
National Assn. 
Seattle 
Conference of Mut. Cas. Cos., 
rad Hilton, Chicago 


Chicago 
of Mut. Ins. 


Companies, Olympic Hotel, 


Sales & Agency Conf., Con- 


North Dakota Assn. of Insurance Agents & Ins. Federation 


of N. D., Bismarck 


Independent Ins. Agents Assn. of Maryland, Inc 


Baltimore 


, Emerson, 


Ohio Assn. of Ins. Agents, 63rd Annual, The Neil House, 


Columbus 


Rhode Island Assn. of Ins. Agents, Sheraton-Biltmore, Provi- 


dence 


Arizona Assn. of Ins. Agents, Pioneer, Tucson 
Wisconsin Assn. of Ins. Agents, Annual, Schroeder Milwaukee 
Nat'l Safety Council, Nat'l Safety Congress, Conrad Hilton, 


Chicago 


Massachusetts Assn. of Ins. Agents, Sheraton-Piaza, Boston 
Inter-Regional Ins. Conf., Plaza, New York City 
New Mexico Insurors, Inc., Western Skies, Albuquerque 


Best’s Fire and Casualty News 





JURISDICTIONAL 
CONTENTION 


A TRAVELERS HEALTH Association, 
Omaha, brief to the Eighth Circuit 
Court of Appeals maintains that the 
Federal Trade Commission has no 
jurisdiction over direct mail insur- 
ance advertising because the states 
in which the advertising is received 
regulate it even if the company is 
not licensed in such states, thus ful- 
filling the requirements of the Mc- 
Carran Act. The Circuit Court in 
an earlier decision ruled that the 
FTC had no jurisdiction but the 
Supreme Court revised it on the 
grounds that the home state of the 
company could not effectively con- 
trol such advertising. The company 
now argues that the Supreme Court 
held only that regulation of Ne- 
braska did not of itself exclude the 
FTC from jurisdiction. However, 
it continues, regulation of the ad- 
vertising by the states in which it 
is delivered does exclude the com- 
mission from jurisdiction. 


CALLS POLICY UNFAIR 
COMPETITION 


ALLSTATE’S NON-CANCELLABLE auto- 
mobile liability policy filing and the 
company’s advertising of the policy 
have been called unfair competition 
in a formal complaint made by the 
New York State Association of In- 
surance Agents with the New York 
department. The complaint charges 
the filing will allow the company to 
raid the automobile liability insur- 
ance market in the state and then 
retain only the more desirable risks, 
forcing the others into the assigned 
risk pool. It also maintains that the 
advertising of the policy is mislead- 
ing and offers advantages in large 
type which it limits in much smaller 
type. 

The Bronx-Westchester (N. Y.) 
Insurance Brokers Association has 
also objected to the sales methods 
and advertising by the Allstate In- 
surance Company of its non-cancel- 
lable auto liability policy in letters 
to the Federal Trade Commission, 
the Federal Communications Com- 
mission, the New York Insurance 
Department, the New York Attorney 
General and the Better Business Bu- 
reau of New York. 
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More than a quarter century of con- 
stant progress and growth through 
unexcelled personalized service to 


insurance compa nies. 
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ACCIDENT AND HEALTH 


A. E. STRUDWICK Co. 


MINNEAPOLIS OFFICE 


A. BE. STRUDWICK W. H. 


R. F. O'CONNOR }. I 


. KING M. D. 


KERN J. A, BIRKLAND 


MELBOSTAD 


F. KRISTIANSSON 
810 Baker Building, Minneapolis 2, Minnesota 


CHICAGO OFFICE 


J. C. KUNCHES H. A. 


GOETZ j. 


SCHELLIE 


208 South LaSalle Street, Chicago 4, Illinois 





HEALTH INSURANCE 
PLATFORMS 


BorH MAjor United States political 
parties have recognized the health 


problem in their platforms. The 
Democratic platform includes a flat 
promise that “we shall provide med- 
ical care benefits for the aged as part 
of the time-tested Social Security 
system ; reject any proposal 
which would require such citizens 
to submit to the indignity of a means 


we 


test—a pauper’s oath.” The Repub- 
lican platform calls for a contributory 
system of protection for the aged 
with the insured retaining the option 
of purchasing private health insur- 
ance. It calls for state participation 
and a strengthened program of re- 
habilitation. When Congress recon- 
venes early this month, health insur- 
ance will be one of the first orders 
of business and it is certain the 
Legislators will be conscious of the 
interest of the voters in their actions. 


9 
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eee Never use direct mail unless: 
you are able to follow up with a per- 
sonal call; you mail early enough to 
allow yourself time for a follow-up ; 
and unless you time the mailing cor- 
rectly. These are some of the point- 
ers hinted at in Direct Mail, the in- 
formative article appearing on page 
18. A survey made by the public re- 
lations department of an insurance 
firm after the failure of one of its 
mailers left many questions an- 
swered, but emphasized the need to 
take full advantage of mailers by 
using the strengths and weakness 
learned from the experience. 


eee Capital stock insurance compa- 
nies spent an aggregate of about 
twelve billion dollars during the last 
decade in connection with bodily in- 
juries suffered in automobile acci- 
dents. This vast sum of money was 
spent without the companies’ know- 
ing or even attempting to find out 
to what use it was put. The author 
of the article on page 20 speculates 
on what would have happened if the 
primary objective had been service 
in kind, the aim of getting people 
well, rather than payment of indem- 
nity. The service he refers to is the 
rehabilitation of the seriously in- 
jured. This, he feels, would be the 
practice of public relations on the 
highest possible level and would re- 
sult in many benefits both for the 
companies and for those injured in 
accidents. It would be an apprecia- 
tion of The Importance of Being 
Human. 


eee There is probably no such thing 
as a “bargain” in casualty insurance ; 
a business dealing in such a com- 
modity is not set up to be conducive 
to bargains in the conventional sense, 
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It is possible, however, to calculate 
rates which are more economical or 
less so commensurate with the risk 
insured. Determination of correct 
charges for insurance is a complex of 
many things, as is indicated on page 
57. The answer to the question, /s 
the Price Right?, is reached in a va- 
riety of ways. 


eee A fire breaks out somewhere in 
the United States every fifteen sec- 
onds. Last year fires took a toll of 
11,300 lives and caused a total of 
$1,047 ,073,000 in property damage. 
All the widespread efforts to mini- 
mize this waste in lives and dollars 
reach a peak during Fire Prevention 
Week which annually is observed 
during the week which includes Oc- 
tober 9, the anniversary of the Chi- 
cago Fire. The posters designed by 
the National Board of Fire Under- 
writers and the National Fire Pro- 
tection Association for use during 
that week are reproduced on our 
front cover and on page 74 respec- 
tively. On page 71 is a list of meas- 
ures to take for Fire Safety—In the 
Home and On the Job. 


eee Although auto insurance and 
life insurance are thought of sepa- 
rately, ask anyone “Would you like 
to buy life insurance protection for 
$4 a year,” and you have A Door 
Opener to auto business. The article 
appearing on page 64 discusses the 
Death, Dismemberment and Disabil- 
ity Endorsement that attaches to a 
Family Auto Policy. It provides, for 
instance, that, under Coverage B 
Specific Disability Benefits if a per- 
son applies a principal sum of $5,000 
and loses both hands or both feet or 
sight of both eyes while in or upon, 
or while entering into or alighting 


from, or through being struck by an 
automobile—within ninety days or 
fifty-two weeks of the accident—he 
will be paid the full amount. 


eee Although merit rating is noth- 
ing new in the insurance industry, it 
has been a particularly moot subject 
since its large-scale introduction in 
California last year. Some form of 
the plan has been adopted by numer- 
ous groups and companies, and these 
have been in effect long enough now 
to assess their effectiveness. For a 
report on overall Merit Rating Re- 
sults, and the attendant problems 
and adjustments on the plans, see 
page 79. 


eee The division between life and 
fire and casualty insurance compa- 
nies has been termed artificial, how- 
ever many companies fear to take 
on both lines. All Line Operations 
are inevitable, the article appearing 
on page 98 states, so the time for life 
insurance companies to enter the fire 
and casualty business is now. 


eee A claim may appear fraudulent ; 
but costs must be kept to a minimum. 
Does it pay to have an /nvestigation 
of Claims by an outside agent? The 
article appearing on page 125 dis- 
cusses the matter in the affirmative, 
giving the work of a famous detec- 
tive agency as an example. Films 
are cited as one of the important 
means used by outside agents to ob- 
tain evidence. Can the cost of such 
outside investigation be justified ? In 
view of the fact that ultimate settle- 
ments, not proposed ones, are re- 
corded, no one will ever know posi- 
tively but the weight of evidence 
seems to be on the affirmative side. 


°°? Reinsurance is about as old as 
the insurance field itseli—a marine 
case dates back to 1370. Competi- 
tion in the field will be increased if, 
and when, life insurance companies 
are generally permitted to own prop- 
erty companies. However, under- 
writing companies often use reinsur- 
ance to cover up trouble, the article 
entitled A View of Reinsurance 
states. Reinsurance ought to be used 
to aid companies forced to operate 
beyond direct capacity as a means of 
progress. The article appearing on 
page 133 reviews pro rata and excess 
of loss reinsurance in all forms and 
the uses to which each is best suited. 
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SEMI-ANNUAL RESULTS 


Stock Companies 


HE ONE HUNDRED AND TWENTY stock carriers 
f ternbe comparative financial and operating figures 
appeared in our Weekly News Digests of August 15 and 
22 showed continued modest improvement in under- 
writing results. This group accounts for about 45% 
of the business underwritten in the stock field and, as 
it includes several specialty carriers, the results are 
somewhat better than for the average multiple line car- 
rier (due principally to lower expense ratios by the 
specialists ). 


Higher Volume 


Premium volume forged ahead by nearly 8% accom- 
panied by a decline of 0.7 in both the loss ratio and 
expense ratio to 61.3% and 34.9%, respectively, which 
dropped the combined loss and expense ratio to 96.2%. 
Improvement in loss ratio would have been greater 
except for the unusually severe windstorms in Texas 
and Oklahoma which boosted losses substantially for 
carriers heavily committed in the area. However, in 
making comparisons with results in the first half of 
1959 it must be remembered that experience in the first 
quarter of 1959 was unusually bad. 

Major source of trouble among casualty underwriters 
is still in the automobile liability field which accounts 
for a rather large volume of business for many carriers. 
Although higher rates and refined rating plans have 
brought substantial improvement, automobile bodily in- 
jury losses remain heavy in numerous territories and 
assigned risk experience is increasingly serious as it 
grows in volume. 


Investment Income 


Net investment income rose nearly 12% but stock 
portfolios showed modest depreciation as against modest 
appreciation in the first half of 1959. Underwriting 
results broke into the black on a statutory basis despite 
the increase of 6% in unearned premium liability on 
the larger volume of business. Loss reserves were up 


For September, 1960 


about 214% in the six month period. Over-all opera- 
tions resulted in a fractional decrease in surplus and an 
increase of less than 2% in assets. Reflecting improved 
underwriting returns and the rise in investment income, 
dividends to stockholders were increased modestly but 
remained within half of net investment income. 





120 STOCK FIRE AND CASUALTY COMPANIES 
(Totals in thousands) 
6/30/59 
$8,047,526 
3,030,135 
51,173 
1,993,003 
2,658,978 
1,495,151 
2,090,392 
1,940,611 
62.0 
35.6 
97.6 
-7,672 
98,370 
68,756 
25,472 
52,174 


12/31/59 
$8,429,902 
3,227,135 
51,395 
2,098,376 
2,661,241 
4,317,255 
4,160,792 
4,008,700 
61.0 
35.9 
96.9 
68,189 
205,470 
135,382 
53,568 
132,199 


6/30/60 
$8,582,163 
3,216,548 
55,156 
2,153,700 
2,821,915 
1,631,656 
2,254,378 
2,093,713 
61.3 
34.9 
96.2 
23,784 
109,981 
25,614 
28,060 
76,129 


Totals Admitted Assets 
Policyholders' Surplus 
Conditional Surplus Funds 
Case Loss Reserves 
Unearned Premiums 
Direct Prems. Written 
Net Premiums Written 
Net Premiums Earned 
Loss Ratio* 

Expense Ratio** 
Combined Loss & Expense Ratio 
Underwriting Profit 

Net Investment Income 
Other Investment Gains 
Federal Taxes Incurred 


Dividends Declaredt 


* Losses and loss adjustment expenses incurred to premiums earned. 
** Expenses incurred to premiums earned. 
t Includes stockholder and policyholder dividends and remittances 


to home office. 
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Aeceident & Health 
Experienee 


CCIDENT AND HEALTH insurance is underwritten by 
O Noeia 954 companies and totals more than $4.3 
billion in annual premiums. Experience is reported in 
five general categories of which the largest and fastest 
growing is group, the annual premiums of which now 
exceed $2.5 billion. The following tabulation includes 
both stock and mutual carriers with the experience 
shown separately for the life and fire and casualty car- 
riers. Life companies which file accident department 
statements (such as The Travelers) are included in the 
life company aggregates not the fire and casualty. 


The combined loss and expense ratio on the total 
accident and health business written in the life field 
(over $3 billion) is 1.6 points higher than the over-all 
combined ratio reported by the fire and casualty compa- 
nies. However, the very large volume of group written 
in the life field (nearly two-thirds of the total accident 
and health business written by life carriers) on a high 
loss ratio—low expense ratio basis brings the over-all 
life company loss ratio higher (by 7.7 points) and ex- 
pense ratio lower (by 6.1 points) than for the fire and 
casualty underwriters. 


ACCIDENT AND HEALTH AGGREGATES DECEMBER 31, 1959 


. 
Prem. 
Written 
599 Life Insurance Cos. 
Accident $ 
Accident and Health .. 
Non-cancellable 
Hospital and Medical 
Group ... 


94,431 
371,106 
275,097 
462,539 

2,271,298 


Totals . $3,474,471 
355 Fire and Cas. Ins. Cos 

Accident $ 
Accident and Health . 

Non-cancellable ...... 

Hospital and Medical 

Group 


58,246 
157,463 
41,068 
203,865 
414,291 


Totals $ 874,933 


954 Companies 1959 Aggregates 
Accident 

Accident and Health . 
Non-cancellable 

Hospital and Medical 

Group 


$ 152,677 
528,569 
316,165 
666,404 

2,685,589 


Totals .. $4,349,404 


905 Companies 1958 Aggregates 

Accident al > 
Accident and Health . 

Non-cancellable .. . 

Hospital and Medical 

Group ... 


145,561 
471,068 
256,222 
597,477 
2,481,256 


‘oteis..... $3,951,583 


*TLast 000 omitted + Incurred to premiums earned. 


* + t * 
Prem. Loss Exp. Comb. Undr. 
Earned Ratio Ratio Ratio P. or L. 


$ 94,016 
370,798 
252,050 
455,794 

2,261,263 


42.5 
53.4 
46.1 
56.3 
89.3 


48.1 
43.0 
48.1 
40.3 
10.6 


90.6 
96.4 
94.2 
96.6 
99.9 


98.6 $40,62 


$ 8,592 
13,195 
3,578 
13,129 


$3,433,921 


22.0 


76.6 


$ 58,971 
146,954 
38,780 
188,964 
405,860 


839,529 


$ 3,198 
714 
6,806 
—1,179 
5,499 


$15,038 


152,987 
517,752 
290,830 
644,758 
2,667,123 


48.7 
41.4 
46.7 
39.0 
11.5 


$11,790 
13,909 
10,384 
11,950 
7,626 


96.5 
92.3 
96.8 
99.6 


$4,273,450 


23.2 


98.3 


$55,659 


$ 144,763 
462,705 
241,206 
581,746 

2,460,705 


48.1 
42.8 
50.5 
37.6 
11.4 


90.9 
94.1 
96.3 
96.2 
99.1 


$12,802 
23,826 
1,450 
16,156 
20,982 


$75,216 


$3,891,125 


23.0 97.7 
{Incurred to premiums written. 
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Only Half Yougahome Protected? 


INSURE TO TODAY’S VALUE! 


~amidlen 


FIRE INSURANCE ASSOCIATION 
OUR SECOND CENTURY 


TAKE ADVANT 
AGE of 
hic aed ois : our complete promotional program, including post lik 
’ sellin . ’ ers like 
savas naedraare g aids. Take advantage also of our Fieldmen wh itl 
© help you on- © will always 
n-the-spot. If you’re looking for sound, all-around 
’ wi nd service 


from a forward-thi 
-thinking “Old Li 

ine Company” inl 

... write today! 


( peo C camden FIRE INSURANCE ASSOCIATION - 





London Lloyd’s 1959 Report 


IE ACCOUNTS OF LLoyp’s Underwriters are drawn 
7 up in such form that the business underwritten in 
each year is the subject of a separate Account which is 
not closed until the end of Year 3 in respect to the op- 
erations of Year 1. Thus the underwriting Accounts 
for the years 1958 and 1959 will remain open until De- 
cember 31, 1960 and December 31, 1961, respectively. 


Years 2 and 3 of the 1959 Account, and further premi- 
ums will also be received in Year 3 of the 1958 Account. 
The balances carried forward at December 31, 1959 on 
the 1958 and 1959 Accounts will largely be disbursed in 
the settlement of claims in the years during which these 
Accounts remain oper. In compiling the figures below 
the following rates of exchange have been adopted: 


A considerable volume of premiums will be received in 1957 Account—-$2.81 ; 1958—$2.80; 1959—$2.80. 


{In Pounds Sterling) 
Under- 


Account Premiums Claims Expenses Balance Syndicates writers 


Life Assurance 


40,850 
42,279 


33,255 


4,126 
4,421 
4,964 


24,492 
29,121 
5 ),2¢ ) 


*Motor Vehicle 


980,577 
1,009,526 
1,137,340 


9 762,658 
11,812,996 
11,951,790 


7,611,156 
6,727,655 


2,099,454 

Marine, Aviation and Transit 
118,894,140 
124,826,944 


86,652,761 


115,120,180 
59,971,175 


23,753,702 


2,943,630 
2,904,617 
2,658,681 


3,776,567 
63,468,098 
60,269,826 


Other Business Except Long Term 


1957 
1958 
1959 


147,725,821 
165,1 16,446 
105,032,421 


141,676,703 
77,736,641 
30,222,853 


2,935,376 
2,770,918 
2,438,429 


4,510,198 
85,296,922 
72,071,370 


Composite of Above Figures 
1957 


1958 
1959 


276,449,989 
301,821,269 


203,724,793 


264,448,889 
144,477,750 
56,109,264 


6,863,709 
6,689,482 
6,239,414 


9,703,285 
153,070,264 
141,143,649 
*Within Great 


Britain and hern Ireland, other than reinsurance. 
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Branch Offices of THE AMERICAN 


“Being in 31 places at once helped me 
wrap up an *18,000-plus premium!” 


by a Milwaukee insurance agent 


“One day I received a call from a large manufac- 
turer asking me to submit a competitive quotation 
and form for a transportation floater. But when he 
told me that he needed it in a few days, my jaw 
dropped. I knew the far-flung nature of his opera- 
tions made this deadline all but impossible. 


“Then I remembered that Len Ashack, Marine 
Manager for The American, had asked me for a 
‘toughie’ . . . just to prove to me what his company 
could do, I phoned Len and explained my dilemma. 
He wired The American’s branch offices located from 
coast to coast, 31 in all, and collected all the perti- 
nent underwriting information along with a maze of 
fire authorizations and rates. Meanwhile, he pre- 
pared and approved a form of policy right in his 
own office. 


“In just a few days, I had the rate and form in 
the prospect’s hands. Not only was I the first one in 
with the quotation . . . I was the only one that made 


the deadline! After a few days, notice came that I 
had been awarded the transportation floater with a 
premium of over $18,000. That’s when I realized how 
much it helps to be in 31 different places at once... 
with The American!” 


You, too, can help yourself to extra income by 
taking advantage of The American’s fine reputation, 
multiple line facilities and excellent branch office 
services . . . offering authoritative underwriting, 
prompt policy-writing, expert engineering, pre- 
mium auditing and speedy claim attention. Con- 
tact your closest branch office. Let us prove to 
you that The American means business ...MORE 


BUSINESS FOR YOU. z 


NEWARK 1, NEW JERSEY 
The American Insurance Company « American Automobile 
Insurance Company « Associated Indemnity Corporation 


ACCIDENT & HEALTH »AUTOMOBILE+ BONDS~+ BURGLARY-~ FIRE & ALLIED LINES+ GENERAL LIABILITY 


GLASS + INLAND & OCEAN MARINE - 


MULTIPLE PERIL 


WORKMEN’S COMPENSATION 
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C. F. SCHEER 
Public Relations Director 
Zurich-American Companies 


ELPING THE AGENT TO become 

better known in his community 
—and to sell more easily—is not a 
simple matter. The approach will 
vary with the community and, of 
course, with the agency—because 
communities and agencies, like the 
people who make them up, have 
their own personalities. 


Up to the Agent 


All public relations people can do 
is provide certain materials, ideas, 
and suggestions. The rest of the job 
is up to the agent. 

Some time ago the public rela- 
tions department of an insurance 
firm issued a direct mail folder, with 
a built-in postage-paid return card. 
Just about the time the folder was up 
for reprint, it received plaintive let- 
ters from two agents in different 
parts of the country who had sent 
out scores of the mailers and re- 
ceived not a single return card. 
There was an immediate exchange of 
correspondence, in the course of 
which this discovery made : 
Both agents, by coincidence, had 
made their mailings at the same 
time 


was 


the first mailing just prior to 
Memorial Day weekend, the second 
just prior to the Fourth of July 
weekend—when most people were 
thinking, not about insuring their 
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DIRECT 


MAIL 


cars, but about filling the tank, test- 
ing the road. We had relayed sug- 
gestions of the Direct Mail Adver- 
tisers Association, including the one 
about “The recipient will be most 
receptive if your circular arrives on 
a Tuesday or Wednesday.” But we 
had forgotten to add: don’t mail 
just before a holiday. Meanwhile, 
we had been examining the mailer 
critically, and we concluded what we 
had known from the start: It was 
perfect just as it was. Accordingly 
we redesigned the circular com- 
pletely with the help of our adver- 
tising agency. Not nly this, but 
we asked the agency to make up a 
card listing some of the accepted 
principles of direct mailing recom- 
mended by the Direct Mail Adver- 
tisers Association on the basis of a 
wealth of experience. 


Unless Used 


The card was eciititled, “Postcards 
are No #!*@/$ Good!” The mes- 
sage on the inside continued: 

Unless used . . . in which case you 
get replies from people who want to 
buy “meritmatic’” auto insurance 
which you absolutely positively in- 
dubitably & also without question 
will not sell... ; 

unless you follow up with a per- 
sonal call... 

in which case you will prosper... ; 

unless cards are sent to arrive 

tuesdays or wednesdays ... 
mailing only enough to give leads 


for a week then go fishing . ; 
mail same cards to same people 
every few months. . 

works well especially if names 
are spelled right... ; 

unless you are an Insureman with 
Money Trees ard no bills to mail, 
no sales to pitch, follow suggestions 
and you'll be rich. 

Every agent who ordered “merit- 

matic” mailers received, along with 
his supply, a copy of “Postcards are 
No #!*@/$ Good!” About three 
weeks thereafter, he received a ques- 
tionnaire on how his mailings turned 
out. Here, briefly, are the results 
of our survey: 
(Survey made over a 6-month 
period in connection with one cir- 
cular designed specifically for di- 
rect-mail use, with detachable re- 
turn-card. ) 

About 68% mailed the circulars ; 
20% distributed in some way other 
than by mail; 12% did not indicate 
distribution method. 

Dates of Mailings: About 12% 
mailed during the week immediately 
preceding Thanksgiving and imme- 
diately preceding Christmas. 


Number of Cards 


Number of Cards Mailed at One 
Time: Less than 50—32% ; 50-200 
—28% ; 200-1,000-—32% ; no reply 
—8%. 

Follow-up Method: Letter 
Phone—40% ; Personal Call 
No Reply—40%. 

Elapsed Time before Follow-up: 
1 day—4% ; 3-5 days—12% ; 1 week 

-12% ; 10 days—4%; no reply— 
68%. 

Bought or Rented Mailing List: 
None. 

Sources of Mailing List: Mostly 
client and prospect files; other 
sources mentioned—phone _ book, 
civil service records of city employ- 
ees, election board, lodge, unions, 
chamber of commerce, local news- 
paper reporting new residents in 
community. 

Mailing Done by Agent or by 
Outside Service?: Made own mail- 
ing—60% ; no reply—40%. 

Number of cards _ returned: 
None*—16%; 1% return—35%; 

(Continued on page 129) 


4% ; 
16% ; 


*Of those who reported no cards returned, a 
number mentioned that they had received in 
quiries by phone, and one reported, “I had 
several walk-in customers who mentioned the 
mailer.” 
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Complete and Competitive 

That’s The Employers’ Guaranteed Renewable Major Medical 

Plan. More and more agents are selling this policy every day. 
Why not tell your clients about this modern, fast-selling 

plan? Write today for a sample of our streamlined, 


pocket-size sales aid . . . one that fully expiains the 
policy benefits and highlights. 


THE Employers’ Group OF INSURANCE COMPANIES 


79) 110 MILK STREET 

\ 

\" t OSTON 7.MA ACH T 
BOS ss USETTS 


The Employers’ Liability Assurance Corp., Ltd. *« The Employers’ Fire Insurance Co. « 


American Employers’ Insurance Co. « The Halifax insurance Co. of Mass. 
The Employers’ Life Insurance Company of America 





THE 
IMPORTANCE 
OF BEING 

HUMAN 


ARNE FOUGNER 


President 
Christiania General Insurance Corp. 
Tarrytown, New York 


UBLIC RELATIONS activities have 

blossomed out all over within the 
giant industry of insurance. Enough 
of it has been heard from other fields 
to make it recognized as a nearly 
magic tool to assure growth, solve 
problems and create profits. 
the insurance 
life—is recognized as having more 
problems than profit, it is only nat- 
ural that public relations experts are 
brought in to try out their talents in 
a big way. 
established 
wide 
ices. 


Since 


business—outside of 


Regional bureaus are 
representing industry- 
Insurance Information Serv- 
More recently the Insurance 
Information Institute has been cre- 
ated, designed both to merge and 
expand the P.R., activities of all the 
capital stock insurance companies— 
outside of life, accident and health 
—previously carried out by eight 
separate trade organizations. 

Behind all this new awareness and 
great activity the emphasis centers 
heavily upon the need to create a 
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better, and presumably more correct, 
image of the insurance industry, 
that will lead to improved public 
understanding of the principles upon 
which it operates, its policies and 
ideas. All this is done in the hope 
that it will gradually lead to broader 
acceptance and deeper appreciation 
of its products and services and the 
many ways in which it serves the 
public interest. The stress, in other 
words, is on education, indoctrina- 


Better, more correct, image 


tion and influence of the public, 
through effective projection of the 
industry’s merits and virtues which 
are presumed to exist. As the theme 
appears to go, if anything is wrong 
or lacking in the entire two-sided 
picture—the public on the one hand 
and the insurance industry on the 
other—it is assumed that any fault 
lies with the public’s misunderstand- 
ing or ignorance of the industry, its 
principles and problems, as a time 
tested, dependable public service. 


Opinion Research 


To the limited extent that any 
opinion research enters into the pic- 
ture, it concentrates heavily upon 
detecting what is wrong with system 
and means of communication, and 
the ability of the public to receive 
it, much as the radio and TV in- 
dustries may strive to improve their 
mechanical equipment, transmission 
and reception. 

The objective of this article is to 
examine the very message which the 
industry is trying to put across to 
the public. Before we embark upon 
a broad and intensive campaign to 
project our image, preen our feath- 
ers and flaunt our virtues, it might 
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be wise to look at ourselves in our 
private mirror, to check and appraise 
the picture which we might risk 


creating with the use of effective 


tools and efforts. In other words, 
any public relations program—to be 
both successful and_beneficial— 
should be preceded by careful soul 
searching and stock taking. Before 
projecting our image, as it is, let’s 
examine how it should be. Before 
proclaiming what our objectives, 
policies and principles now are and 
have been in the past, let’s analyze 
and determine what they ought to 
be, in the light of today and the 
needs of tomorrow. After all, pub- 
lic relations efforts should not aim 
to obtain sanction of the past but ac- 
ceptance and eager approval of what 
we have to offer for the future. Un- 
less a P.R., program is preceded by 
this kind of careful examination, it 
might even backfire and prove down- 
right hazardous. 

Such soul searching as is advo- 
cated here boils down to one of 
philosophy, principles and _ tools. 
Since automobile liability insurance 
poses the biggest problems, reflected 
in deep pools of red ink, public re- 
lations thoughts concentrate heavily 
upon the problems which are both 
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intense and peculiar to this field. 
Much could be gained if we did like- 
wise in our present analysis. 

What is now being done or 
planned in this field? According to 
a report in the Journal of Commerce 
entitled “Casualty Story Will Be 
Told,” the individual policy pur- 
chaser must be sought out in his own 
back yard and told the insurance 
story of how the casualty companies 
are trying to keep down the cost of 
auto insurance. And this sentence 
just about completes the “story,” as 
it is reported there and as we hear it 
with few variations day in and day 
out, perhaps with some elaboration 
on methods to cut cost of selling 
and handling and the need to reduce 
claims, jury awards and court ver- 
dicts. Success in either line or in 
both is spelled out as holding prom- 
ise of reduced premium rates, while 
failure of necessity will lead to still 
higher rates. The one and overriding 
need, which can be inferred, is to 
assure the carrier’s profit, so they 
can justify continued activity in this 
line of business. 

To judge from this one news item 
and, in fact, from most expressions 
of public relations and associated 
advertising, we are on the whole 


addressing ourselves to the policy- 
holders, real or imagined, actual or 
potential, our own or those of the 
industry at large. There is no deny- 
ing that the number of such policy- 
holders is a big and impressive one, 
running into the millions. How 
many? No one precisely knows. 
With the number of motor vehicles 
in the country being about seventy 
millions and the population about 
one hundred eighty millions at the 
present time, there might be in the 
neighborhood of seventy-five million 
policyholders in the automobile lia- 
bility insurance field alone. If the 
figure is high today, it is likely to be 
reached during the decade ahead. 
Anyway, the figure is mighty high, 
and those are the people from whom 
we collect out premiums, our life- 
blood—and, at the same time—our 
starvation diet. 

Obviously, they are extremely im- 
portant people these policyholders! 
Since, furthermore, we are charging 
them constantly more and more for 
the service we are selling them, it is 
vital for us to promote their under- 
standing and gain their acceptance 
of us, as a company and an industry, 
and of the unique service we provide. 

(Continued on the next page) 





Take a lesson from the bee. Hard work 
and resourcefulness are two impor- 
tant elements of success. Add to this 
a vigorous imagination, a strong spark 
of enthusiasm and you have the fac- 
tors which make today’s professional 
insurance producera standout. Millers 
National and Illinois Insurance Com- 
panies, with a broad portfolio of 
coverages and a service unsur- 
passed, complement the ‘profes- 
sional’ in his day-to-day selling effort. 
It’s a genuine success story which 
you may wish to try! 


MILLERS NATIONAL 
INSURANCE COMPANY 


ILLINOIS 
INSURANCE COMPANY 


HOME OFFICE + CHICAGO 6 
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Being Human—Continued 


This service is so unique, in effect, 
that it is hard and nearly impossible 
to describe. As a result, we spend 
few words trying to describe it. We 
content ourselves posing as their 
staunch defenders, ready to protect 
and fight for them twenty-four hours 
a day, represented by experts who 
can be found in the yellow pages 
from coast to coast. If they ever hit 
anything or anybody, they may just 
call and someone will be there to 
look after their interests ; the policy- 
holders’, of course. 

At any rate, our service is both ab- 
stract and contingent—arising only 
in case of accident involving a third 
party—and has the peculiar charac- 
teristics of not changing visibly from 
year to year. We are essentially sell- 
ing the same product or service year 
in and year out, and the only form 
or expression it ever takes, which 
can be measured and understood, is 
simply money. We take in money 
and we hand out money. In the 
process—and over the years—we are 
constantly charging more, though 
we are hard put to prove concretely 
that we are giving out more. So, 
quite naturally, we adopt and harp 
on the theme that we are exercising 
every talent and tool to save money, 
to run our business at a minimum 
of expense, both in administration 
itself, in defending our policyholders 
and settling their unavoidable claims. 
Each carrier tries to outdo the other 
in posing as masters of the art of 
defense, of economy and efficiency. 
All join in appealing to policyholders 
to assist as “partners” in combatting 
high claims and exorbitant jury 
awards in their misguided commu- 
nities, influenced as they are by 
greedy victims and their unconscion- 
able lawyers. 


Only in Passing 


We just mentioned “the victim,” 
in passing. We are in the habit of 
thinking of him mostly “in passing,” 
an element of nuisance which should 
be held down to an irreducible mini- 
mum. He represents, in our thinking 
and our service, essentially an ad- 
versary. Under our contract and in 
our own concepts of our legal and 
economic function we are supposed 
to pacify, resist or fight him as we 


deem our opportunities and chances 
best. Within our own industry and 
in our own minds, our success and 
skill as professional businessmen are 
judged on the basis of our established 
record showing our ability to resist, 
absolutely or relatively, the number 
and the amounts of claims presented. 
The lower our loss ratio, the wider 
our profit margin, the more we are 
accepted and emulated as leaders 
and true masters of our craft. 

But, let us return to “the victim,” 
just for a moment, as if for a second 
look—and for a change. Who are 
these people, and how many of them 
are there? One answer can be ob- 
tained from cold statistics, the main- 
stay of our business in the first place. 
According to figures published by 
no less an authority than the Trav- 
elers Insurance Company, 2,870,000 
persons were hit and injured in au- 
tomobile accidents on the American 
highways in the course of last year, 
1959—alone. These are obviously 
“the victims,” each potentially a 
“party of the other part,” in the 
terms and traditions of our indus- 
try. A big number, to be sure, but 
fortunately negligible compared to 
the number of policyholders, which 
we count in the tens of millions. 
Surely, we are on the right track 
when we direct all our P.R., efforts 
at “Mr. Policyholder” ! 


Who Are They? 


3ut wait, a moment, just to be 
sure. Who are they, other than 
numbers? It may seem trite, but not 
entirely amiss, to recognize at first 
that they are human beings, perhaps 
not much different from ourselves 
and our policyholders. Seen in this 
light, we must go on to consider 
that a vast majority of them are mem- 
bers of families, like our own or 
those of our policyholders. They 
may have children, like the rest of 
us. Or, the victims themselves may 
actually be children, just like the 
ones we and our policyholders have. 
Some of them may even play with 
our children. In either case—and in 
nearly any case—the one who is 
physically hurt in an automobile 
accident is not likely to be entirely 
alone in this world. He belongs to 
someone or someone belongs to him; 
or, at least, he is surrounded by 
people who care and who may de- 
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pend upon him, being vitally affected 
by his health and well-being, emotion- 
ally or financially or both. Addition- 
ally, there may be in-laws, other and 
more distant relatives and just plain 
friends, all of whom care, watching 
the fate of an accident victim with 
interest and anxiety. How many 
such people there may be concerned 
with each average person physically 
injured in auto mishaps would be 
hard to say with any degree of accu- 
racy. A total of four would seem 
to be low and most conservative. 
Then, for each accident victim we 
must recognize at least four such 
“additional people,” vitally interested 
or directly affected. 


Total Involvement 


Therefore, the number of actual 
victims—statistically speaking—may 
be multiplied by five, to arrive at the 
true number of “total involvement.” 
While the basic figure was 2,870,000 
for 1959, it will not be long before 
it will average three million and 
more per year as we enter the sixties. 
Multiplied by five, that makes about 
fifteen million people, directly or in- 
directly, being the victims of auto- 
mobile accidents each year—in any 
single year! To those who look no 
further than the present, this may 
still seem a small figure, compared 
with policyholders who number sev- 
enty-five millions. Now, then, mul- 
tiply the figure of fifteen millions by 
ten, and you have the number of 
people—one hundred and fifty mil- 
lions of them—affected by automo- 
bile accidents over the next decade, 
this year and the next nine. Well, 
that makes 150 million people, twice 
as many as the number of policy- 
holders, who remain relatively stable 
throughout the period. 

Now, taking 150 million victims 
as we have chosen to interpret the 
word—and 75 million policyholders, 
we arrive at a total figure of 225 
millions, which presumably represent 
the entire public. Since, however, 
our entire population numbers only 
about 180 millions, a recalculation 
may be in order. Could it be, con 
trary to all apparent thinking, that 
victim and policyholder might be one 
and the same person, in the long run 
and on the average? Theoretically 
speaking, it could be, of course, that 
the same 150 million people are 
really “only” 75 millions hit twice 

; (Continued on the next page) 
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... that you are apt to judge us and our ways by the PLM Special Agent who 


calls on you. This is natural, for he is in truth our emissary. Hence, we appoint 


with care. We train him to be, above all, helpful, to listen to your problems and 
help find solutions. His chief business is to know more and more about yours 
in order to serve you better and better. Another reason why we think you would 


be happy with us. Why not drop us a line. 
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Being Human—Continued 


on the average in the course of a 
decade, or that “merely” 25 million 
of them are hit six times during the 
same span of time. This kind of 
escapist thinking may satisfy a ma- 
jority, and it hurts me to disturb 
their sleep. Just to register a con- 
trary opinion, and believing it to be 
a valid one, I would like to suggest 
the possibility that our 75 million 
policyholders actually happen in real 


life to be “victims” once every five 
years, twice in a decade! 

So, returning to our ABC of pub- 
lic relations, what we are, in effect, 
doing, is to tell the public: “As long 
as you are our policyholders and 
hurt someone else, we will love and 
protect you to the hilt; but, brother, 
if you are careless enough to be hurt 
yourself, you are on your own and 
in the hands of your lawyer! and 
the Devil take the hindmost!” It is 
simple. It is also completely logical. 


“ANOTHER SUCCESS!” 


reports Paul Leonard, 
St. Paul Agent, 
Akron, Ohio 


MULTICOVER PLAN 


UMBRELLA PLAN 


“My business 
increased 25% with 


COVERAGE 
POLICY 


ST. PAUL'S ACCOUNT SELLING TOOLS” 


“I’m convinced,” says Paul Leonard, 
St. Paul Agent, Akron, Ohio. “‘Account 
Selling results in big profits! St. Paul’s 
package plans boosted my business 
25% in one year—with no increase in 
overhead or employees.” 


At St. Paul, we believe in Account 
Selling. People want it. Our Agents 
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profit by it. It’s an unmistakable trend 
of the ’60’s, and St. Paul is ready with 
its MultiCover, Umbrel!2 and Multiple 
Coverage Plas. 


Get full details . . . and find out how 
you can be a successful St. Paul Agent 
by writing to your nearest St. Paul 


EASTERN DEPARTMENT 
90 John Street 

New York 38, N.Y. 
PACIFIC DEPARTMENT 


Mills Building 
San Francisco 6, California 
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It even makes sense—mathemati- 
cally. But, if public relations are 
supposed to “Make Friends and In- 
fluence People,” is this the right 
approach, likely to bring success? 
Hardly. Why not? Simply because 
it is contradictory and insulting to 
any human being equipped with 
common sense and a heart. 

Let us look back for a moment. 
During the last decade the capital 
stock insurance companies spent an 
aggregate of about twelve Billion 
dollars in connection with bodily in- 
juries suffered in automobile acci- 
dents on the American highways. 
For what? To get a motley crowd 
of not-so-innocent drivers off the 
hook! What happened to the inno- 
cent victims? How do we know? 
After all, that is none of our busi- 
ness ! 

Yes, we handed out over twelve 
Billion dollars, without knowing or 
even attempting to find out how it 
was put to use. In fact, if any one 
of the recipients that asked the aver- 
age Mr. Insurance for advice on how 
to spend the money, he would have 
drawn a complete blank in ten out 
of ten cases! After all, we are only 
in the business of getting people off 
the hook, not back on their feet and 
to their job. 


Service in Kind 


But, let us suppose for a moment 

just to think aloud—that we were 
in the business of getting people 
well, that our primary objective 
would be service in kind and not 
money, and that such service would 
be to get a victim’s injuries reduced 
to an absolute minimum in the short- 
est possible time; and, suppose, fur- 
thermore, that such service were 
recognized as meeting effectively the 
responsibility of a driver at least to 
the extent of its proven effective- 
ness, what would our operations have 
cost us in the fifties? Almost cer- 
tainly no more than one-half of the 
twelve billions we actually spent, 
probably one-third and quite possibly 
one-quarter. At any rate, the differ- 
ence is within this order of magni- 
tude, though it will be admitted that 
the estimate is based to a large ex- 
tent upon means and methods avail- 
able only in the late fifties. 

The means and methods referred 
to are obviously those associated 


Best’s Fire and Casualty News 





with modern medical rehabilitation, 
the dynamic branch of physical med- 
icine which has emerged out of 
recent wars as the proven way to 
reduce or overcome the effects of 
severe and complex physical injuries. 
As it is practiced on a “team basis” 
in some eighty rehabilitation clinics 
scattered throughout the United 
States, rehabilitation offers a “total 
approach” to the help and treatment 
of such unfortunate victims and the 
threat of disabilities they face, in 
varied activities of daily life and the 
simple pursuit of making a living. 


Full Potential 


This is neither the time nor the 
place to describe rehabilitation. 
Suffice it to say that, with rare ex- 
ceptions, it is utilized by insurance 
companies in the workmen’s com- 
pensation field in a_ half-hearted, 
afterthought fashion, as a court-of- 
last-resort, when all other conven- 
tional methods of treatment have 
been proven conclusively ineffective. 
A backhanded tribute to a great insti- 
tution, to be sure, but hardly a fair 
chance to prove its full potential un- 
der optimum conditions of immediate 
referral. Asa result, nearly half the 
time an average victim spends in a 
rehabilitation clinic is typically con- 
sumed by “salvage work,” undoing 
the ill effects of neglect, time and 
mistreatment. These show up most 
pathetically in bedsores requiring 
extensive plastic surgery, kidney and 
bladder ailments needing medication, 
respiratory and circulatory compli- 
cations, atrophy of muscles, restric- 
tion of movement, stiffening of 
joints, degeneration of tissues—and, 
yes, of spirit, willpower and hope. 

Were a majority of severely in- 
jured referred to suitable rehabilita- 
tion centers within days rather than 
weeks of their accidents, within 
weeks rather than months and within 
months rather than years, the time 
and cost required would be sharply 
reduced and success vastly increased. 
Were this to happen on a large scale 
and as a typical pattern in work- 
men’s compensation cases, rehabili- 
tation would soon be much better 
known, understood and admired for 
its miraculous achievements in the 
face of the most forbidding odds. 
No doubt such awareness would spill 
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over into other fields and be recog- 
nized as the obvious, urgent and in- 
dispensable approach to all cases of 
severe and complex injuries, result- 
ing from accidents on the highways, 
in the home or at play. 

It is only a matter of time when 
such “spontaneous motivation” to- 
wards seeking rehabilitation help 
will be commonplace, an instinctive 
reaction recognizing rehabilitation as 
the antidote to injuries. Will the in- 


surance industry continue to sit 
around waiting for the day to arrive 
and reap the gratuitous benefits? If 
it does, it is likely to die waiting. 
If the automobile insurance business 
continues along its present paths it 
is likely to expire in the big grave 
it has been digging for itself for too 
many years. It has grown to a mon- 
strous size, much as a bean stalk, 
unaware of its proper purpose, 
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WHENEVER AND WHEREVER YOU 
DS NEED HIM... 


Let’s face it—the real test of property and casualty 
insurance comes when your client has a claim. When 
loss does occur, you and your assured want the same 
two things: 

—Fair and prompt payment of the claim. 

—A minimum of inconvenience and red tape. 
These two are the precise goals of The HOME. Which 
is why we go to unusual lengths in training and 
maintaining our own staff of adjusters... skilled 


men ready to work across the nation and around the 
clock to speed payment to policyholders and claim- 
ants—to keep clients for you. Supplementing these 
HOME adjusters are outside adjusting facilities to 
insure fast action under all circumstances. This is 
typical of what we mean when we speak of “‘the best 
insurance.” It’s the kind HOME’s independent local 
agents and brokers specify in protecting their 
clients. How about you? 
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A Common Endeavor 


ARDELL T. EVERETT 
Second Vice President 
The Prudential Insurance Company 
of America 


NE OF THE truly great phe- 
line of the socio-economic 
complex of our nation is the devel- 
opment and rapid expansion of vol- 
untary health insurance. In its scope, 
in the breadth of its coverages, in 
its vitality, and in its diversity of 
approach, this development is unique 
in the United States and in the 
world. Today, some 127 million 
Americans have some form of vol- 
untary health insurance protection 
against the economic hazards of ill- 
ness and accident and the number is 
still increasing. It is estimated that 
last year, more than $5 billion was 
paid in benefits by the various types 
of voluntary health insurance mecha- 
nisms. 

If we were to relate that figure 
to the total costs of private medical 
care in this country—eliminating, of 
course, the non-essential items in- 
cluded in most figures used—the 
proportion paid by insurance would 
testify that the American public has 
found the best means of budgeting 
health care costs. In addition, we 
must not overlook the significant 
amount of care performed for per- 
sons in need below cost or without 
charge by our doctors, voluntary 
hospitals, and community chest-type 
services. The voluntary system of 
health care and health care financing 
is purely in the best tradition of 
American enterprise. 


A Distinct Approach 


Within the wide diversity of vol- 
untary health insurance organiza- 
tions, each type of insurer has its 
distinct approach, providing the 
purchaser the opportunity to choose 
the kind of plan and coverage that 
he desires. A free and competitive 
atmosphere has made it possible 
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for the public to benefit from the 
experimentation and expansion of 
benefits which inevitably stems from 
competition. Let us hope that there 
will be no government intrusion in 
this field to stifle the continued and 
necessary evolution of voluntary 
health insurance. 

My own company serves as an 
example of the changing pattern. 
The Prudential entered the individ- 
ual policy health insurance business 
in 1952. We did so at that time in 
response to a public need for such 
coverage and a demand for guaran- 
teed long term hospital insurance 
coverage which had not been gen- 
erally available theretofore. 


Broadened Benefits 


Our first hospital expense poli- 
cies provided for termination at age 
sixty-five, but as experience per- 
mitted, within the area of safety, 
we have broadened the benefits and 
lengthened the term of coverage. 
These advances have been made in 
health coverages for older ages and 
made guaranteed renewable for life 

the company cannot terminate the 
policies. 

We were one of the first to offer 
lifetime guaranteed renewable cov- 
erage but, today, more than 100 
insurers are marketing such plans. 
In addition, most of the insurance 
companies are voluntarily restricting 
their right not to renew because of 
deterioration of health, just as are 
most Blue Cross plans, regardless 
of the contract provisions. As re- 
ported in a study by the National 
Association of Insurance Commis- 
sioners, the number of terminations 
of coverage by all insurers is infini- 
tesimal in relation to the total volume 
of business. 

It is obvious to any observer of 
the voluntary health insurance busi- 
ness that a great many approaches to 
protection against the costs of medi- 
cal care are available in our nation. 


It seems equally obvious that all or 
these approaches share a common 
purpose. With the ever present stim- 
ulus of competition, we are witness- 
ing an increased tempo of activity in 
expansion of coverage and in the 
offering of voluntary health insur- 
ance to the public. We are convinced 
that monopoly has no place in our 
business nor should it have a place 
in an area of such vital public and 
personal concern as modern medical 
care. Monopoly, whether public or 
private, tends to become irresponsive 
to changing needs and demands, to 
form a fixed pattern, and to become 
complacent. Only through the dy- 
namic operation of competitive mar- 
kets can we continue to provide the 
best possible protection at the lowest 
possible cost. 


The two types of voluntary health 
insurance mechanisms which provide 
the greatest share of coverage for 
the American public are, of course, 
the Blue Cross-Blue Shield plans 
and the insurance companies. Upon 
their shoulders rests the primary 
responsibility for the provision of 
health insurance protection to the 
public and for remaining alert to the 
wisdom inherent in experimentation, 
flexibility and responsiveness to 
change. 


Great Advances 


Those who favor forms of compul- 
sory health insurance through gov- 
ernment fail to take account of the 
advances made by voluntary health 
insurance in a relatively short period 
of time. The real impetus to the 
growth of voluntary health insurance 
came during and immediately fol- 
lowing World War II when health 
and welfare benefits became a matter 
of collective bargaining in lieu of 
wage increases. Blue Cross and 
Blue Shield were in the field early 
to satisfy the demands for health 
insurance protection. The insurance 

(Continued on page 30) 
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Siegfried at the Helm 


. and in the 
course of 40 years in the insurance business, the 
sure hand of Ray H. Siegfried (right above) has 
steered the R. H. Siegfried Company agency, 
Tulsa, Oklahoma, right to the top. 


A sure hand steers a true course. . 


An oilman prior to founding his agency in 1920, 
Ray turned his previous experience to excellent 
advantage. For, today, the Siegfried organization, 
now 50 strong, does a national business in the oil, 
pipeline and related petroleum fields. In fact, the 
company handles the insurance of more major oil 
pipeline contractors than any other single agency 
in the U.S. Add to this the premium volume 
Siegfried does in all other lines of insurance, and 
it’s easy to understand why the agency is one of 
the largest, most successful and best known insur- 
ance firms in the Southwest. 


Siegfried Company continuity and success are 
assured, what’s more, in the person of Robert M. 
“Bobby” Siegfried (left above) son of Ray, co- 


owner and operating manager of the firm... 
another “Siegfried at the Helm,” another sure 
hand to steer the same true course to new pin- 
nacles of achievement. 


And where does Standard Accident fit into the 
picture? . . . suffice it to say that Siegfried has 
represented Standard Accident for 27 years... 
and, more important, that Standard is the leading 
Company in the agency, by a considerable margin. 
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companies followed more slowly 
perhaps because of their unfortunate 
experience on disability benefits dur- 
ing the early 30’s—but have ex- 
panded their coverage rapidly since 
the early 40’s. Group health plans 
have been stimulated by increased 
interest of management and labor 
in employee benefit programs. 
Although there are differences 


between the operations of Blue 
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Cross-Blue Shield and the insurance 
companies, many of these differences 
exist only in semantics. In our com- 
mon endeavor to provide the same 
essential services to the American 
public, there are many points of simi- 
larity and common concern. Coinci- 
dentally, even though the Prudential 
pays all forms of taxes we too are a 
mutual non-profit organization with 
six members of our board of direc- 
tors appointed by the Chief Justice of 
the Supreme Court of New Jersey. 

We have a common concern in 
our relationship with those who pro- 
vide medical care or who administer 
our medical care facilities. We mu- 
tually stand face to face with prob- 
lems of some magnitude such as the 
increasing utilization of all medical 
care services and facilities by the 
American people, the usually quite 
understandable increasing costs of 
medical care, the need to bring more 
frequently into play the use of less 
expensive forms of care where these 
are medically adequate, and to en- 
courage this by the way in which we 
provide our coverages. 

We both are in need of better 
public understanding of our busi- 
ness, the nature of our problems and 
how they came about, the reasons 
for some of our administrative proc- 
esses, and even the very nature and 
purpose of voluntary health insur- 
ance itself. We have common prob- 
lems with respect to the inefficient 
use of medical care services and 
facilities and with respect to those 
instances where the duplicate owner- 
ship of insurance results in over- 
insurance. 


A Better Understanding 


Each of us has a responsibility to 
the public in developing a better 
understanding of our products and 
their pricing. The problem of over- 
utilization of services, brought about 
to a degree by the very existence of 
health insurance, is of vital concern 
to all of us, as is our common inabil- 
ity to absorb costs for services and 
supplies not included in our original 
rate assumptions. It seems apparent 
that the tendency of many persons 
to expect and to use the maximum 
services available under any health 
insurance contract leads us to the 
obvious conclusion that there should 
be a financial incentive to prevent 


over-utilization. I refer specifically 
to deductibles and co-insurance. 

Both the providers of service and 
the health insurers must adequately 
inform the public in order to pro- 
mote understanding of the reason for 
increased health care costs. Scien- 
tific advances in health care and the 
continuing inflationary trend seem 
to be mentioned only in defense of 
our proper rating practices rather 
than as a positive public relations 
effort. 

This lack of public understanding 
was brought forcibly to my atten- 
tion the other night when the finance 
committee of the board of a voluntary 
hospital, of which I am a member, 
met with the city council to review 
the reimbursement for indigent pa- 
tients. One of the “city fathers” 
commented that Blue Cross and the 
insurance companies should pay to- 
ward the cost of indigent patients. 


Have to Pay More 


I was pleased to have the oppor- 
tunity to inform him that we did 
just that since insured and non- 
insured patients had to pay more 
because the city did not reimburse 
the hospital for its patient cost. In 
other words, sick patients whose 
bills are paid in cash or through 
voluntary insurance are paying for 
other sick patients with no resources. 

It was stated to the city officials 
that the indigent patients should be 
the responsibility of the whole tax- 
paying community and that to ex- 
pect only a portion of the community, 
namely those who go to the hospital, 
to shoulder the entire burden was 
completely unfair and unjustified. 
It is the position of our hospital that 
we should be reimbursed adequately 
for each classification of patients— 
whether they be wards of govern- 
ment or private-paying patients. 
This was an entirely new concept 
to the officials with whom we met, 
and | feel sure that only as a result 
of a better public understanding of 
the financing problem, can our hos- 
pital achieve its ultimate aim to be a 
fully effective voluntary health insti- 
tution. 

On basic principles and at a policy 
level, we share common goals and 
many similarities in our operations, 
but at the sales level the competition 
which quite naturally exists between 
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the Blue Cross-Blue Shield plans 
and the insurance companies some 
times produces bruised shins and 
skinned knees. But this is a natural 
consequence of the competitive proc- 
ess and is not confined to the health 
insurance business. We find equally 
aggressive competition in other 
forms of business enterprise and 
athletics, in our schools and colleges, 
even in government bureaus, in our 
churches and philanthropic organ- 
izations and, in fact, in all forms 
of non-autocratic human endeavor. 
Most certainly this competitive spirit 
exists among the hundreds of insur- 
ance companies writing many forms 
of insurance—to this I can testify. 

Too often the strong feelings go 
beyond that which is normally re- 
quired in any competitive endeavor 
because of the lack of understanding 
of the fundamental principles which 
we hold in common. For it must 
be remembered that, despite the 
bruises, it is the competitive process, 
so predominant in the United States, 
spurring constant improvement in 
our products, our techniques, and 
our approaches to problems, which 
produces the greatest progress in 
any field. 

We could do well to find and bring 
about the means for the mutual dis- 
cussion of differences and problems 
in an atmosphere of reasonableness 
and thoughtful consideration. The 
bringing together, some two years 
ago, of the Liaison Conference of 
Blue Cross, Blue Shield, and insur- 
ance company representatives under 
the joint chairmanship of Artemis 
Leslie of the Blue Cross Commission 
and J. F. Follmann, Jr. of the Health 
Insurance Association of America 
was a first step forward in this 
direction. 


Joint Effort 


It is a healthy sign that the Liaison 
Conference has given its considera- 
tion to certain of our common prob- 
lems. More recently there has come 
into being a joint effort with respect 
to the problems which surround du- 
plicated coverage which results in 
overinsurance. In this instance, Blue 
Cross-Blue Shield and insurance 
organizations are working jointly as 
a result of considerations on the 
part of the National Association of 
Insurance Commissioners. 
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bulges at The Fund 
insurance feeaies es a dynamic new Disability Division. From this 
solid core of A & H specialists comes a wide range of progressive policies 
that are easy to write, easy to sell. Look at the selection: Select Group & 
Franchise, Individual, Group, Special or Unusual Risks (with extremely high 
limits). And behind these policies is the strength of The Fund with more 
than a half-billion dollars in assets, coast-to-coast offices, nearly a century 
of experience. It adds up to the largest casualty stock insurance group in 
the Nation with headquarters in the West. @ Why not strengthen your 
career and earning power? Get in now on the ground floor by writing to 
our Home Office for more information about the new Disability Division. 
For strength, go with The Fund of Experience. 
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assent and 


dissent 





PROFESSIONALLY I am the director 
of research and development for a 
pharmaceutical firm, but I have more 
than a passing interest in the insur- 
ance business. Every month I write 
from two to six checks which repre- 
sent in whole or in part the pre- 
miums on various sorts of insurance 
policies. And just this month my wife 
and I had to have forms notarized so 
that we could apply for automobile 
liability insurance under our state’s 
assigned risk plan. Our broker had 
explained that he knew the accidents 
that we had were not all our fault, 
but that nevertheless our policy had 
been cancelled and we must resort 
to the assigned risk plan. 


Element of Unfairness 


Now I realize that the assigned 
risk plans, like surcharges on insur- 
ance for “bad risks” are part of an 
attempt to stem the rising cost of 
automobile insurance, or at least to 
stem it in part for those “risks,” as 
you call us, who are able to avoid 
cancellation and surcharges. There 
is a big element of unfairness in these 
schemes, however, and I want to 
point it out and then suggest three al- 
ternative and more equitable ways 
in which the cost of automobile in- 
surance can be lowered. 

[ came across the documentation 
for my charge of unfairness when ] 
looked in the Newark Business Li- 
brary for an insurance magazine in 
which I could present my ideas to 
you professionals (humility is not 
one of my virtues). There I found, 
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in Best’s Fire and Casualty News 
for June, 1960, an article on assigned 
risks, written by William Leslie, Jr. 
Among other things, Mr. Leslie 
suggested premium surcharges based 
in part on drivers’ records of “mov- 
ing” traffic violations. (Before I go 
on, perhaps I should mention that I 
have had one such conviction, for 
speeding, in eighteen years as a 
driver.) As evidence for the reason- 
ableness of such a proposal, he cited 
statistics from California showing 
that drivers with records of 0, 1, 2, 
3, or 4 or more convictions had re- 
spectively 9, 19, 27, 35, and 50 acci- 
dents per 100 drivers over a three- 
year period. Another way of ex- 
pressing this, however, is that at least 
81 drivers with one conviction had 
no accidents in three years, at least 
73 drivers with two convictions had 
no accidents in three years, and so 
forth. It does not seem fair, at least 
to me, to penalize the 81 or more be- 
cause of the excess accidents of no 
more than ten (nineteen minus nine) 
drivers, or to penalize the 73 or more 
because of the excess accidents of no 
more than eighteen, etc. This is espe- 
cially so, when more equitable means 
of cutting automobile insurance costs 
can easily be arrived at. Before I 
present them, let me point out the 
three areas in which substantial sav- 
ings can be made. 

Firstly, because automobile insur- 
ance is so often of the $50- or $100- 
deductible variety, many automibile 
owners do not have repairs made 
when minor damage (i. e., damage 
costing less than $50 or $100 to re- 


pair) is suffered by their cars. They 
wait until they have accidents and 
then, perhaps even honestly, first 
notice these damages. 

Secondly, body and fender shops 
throughout the country are staffed 
with agreeable estimators who cheer- 
fully estimate damages $70 or $120 
high so that adjusters can bargain 
them down to $50 or $100 high and 
thus spare their customers the incon- 
venience of raising the amounts de- 
ductible under their policies. 

Thirdly, automobile manufacturers 
actually prefer that their cars should 
be expensive to repair. They would 
like to encourage replacement rather 
than repair. 


Minor Accidents 


To deal with the forgotten minor 
accidents, I propose that drivers with 
high accident records (two or more 
in a two-year period) be required 
to have their cars photographed on 
all sides at three-month intervals. 
Then, if and when they have further 
“reportable” accidents, a record of 
previous damage will be available. 
I do not, incidentally, believe that 
they should then be penalized for 
any damage from a previous accident 
which would have to be repaired 
anyway in the course of repairing 
damage from a “reportable” acci- 
dent. This proposal is designed to 
prevent repair of damage from minor 
accidents at the cost of the insurance 
companies when this damage would 
not have to be repaired in the course 
of the repair of damages from a “re- 
portable” accident. 

To deal with the agreeable esti- 
mators, I suggest that the insurance 
companies sponsor “official” repair 
shops and that insurance policies 
provide that the companies or their 
representatives can compel owners 
to have their automobiles repaired 
at these official shops for twenty dol- 
lars less than the lowest estimates 
obtained by the owners. Surely no 
one can complain of a nominal en- 
forced saving of twenty dollars! 

To deal with the automobile manu- 
facturers, I suggest publicity directed 
toward the public’s increasing aware- 
ness of cost factors in automobile 
ownership (witness the rise of the 
compact car). A national committee 
can be set up for the purpose of 

(Continued on page 148) 
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In every field, 


it pays to deal with specialists 


Fidelity and Deposit Company has specialized 
smmox fOr 70 years in fidelity and surety bonds. 





General agents Charles Parker (left), Edward Feek (center) and Graham Smith (right) of Parker, Smith and Feek, Inc., Seattle, Washington, say: 


“Our commercial volume has never been higher, thanks to General.” 


“General’s excellent service, indemnity and engineering facilities have enabled us to tremendously enlarge our portfolio 
of commercial business. Their modern products, effective sales aids and forward looking underwriting have provided our 


agency with a sound basis for expansion and growth.” 


Parker, Smith and Feek, Inc. is one of the many fine independent insurance agencies across the country that has found 
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representing GENERAL/SAFECO/LIFECO Insurance Companies of America both gratifying and profitable. 


General’s complete commercial lines facilities augumented by continuous plan personal lines through SAFECO and 
easy-to-sell life insurance through LIFECO have proved a winning combination for hundreds of agents. Is this the 
combination you need? Write for the full details today! 
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General Insurance Building, Dept. 782 
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Home Office: Seattle. Division Offices: New York, Atlanta, Cincinnati, St. Louis, 
Dallas, Denver, Los Angeles, San Francisco and Vancouver, Canada 
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SHELVES THAT “COME 
TO YOU” 


Wheeldex-Simpla’s new Motorshelf, for 
standard correspondence or legal size files 
as well as special sizes, offers fully auto- 
matic or semi-automatic operation. Ma- 
terial goes directly from drawer files into 
the Motorshelf, eliminating delay and the 
need for special folders. The smallest 
available unit replaces more than seven- 
teen average file drawers, and since 
drawer pullout space is not required, more 
efficient office layout is possible. A light 
standard worktable is provided and both 
shelves of the unit are in easy reach from 


either a sitting or a standing position. 
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office efficiency 


WARDROBE LOCKER 


New steel wardrobe lockers for either 
four or six persons are announced by Alan 
Wood Steel Co. The lockers have double 
doors and are equipped with hat shelves 
and coat hooks. Design and construction 
features are internal lift door handle, con- 
tinuous strike door frame, full-loop door 
hinges, and optional Auto-Lock. 

The new lockers are sixty-six inches 
high, twenty-two inches wide and fifteen 
inches deep. They are supplied with a 
closed base. An optional sloping top aids 
housekeeping by preventing the accumula- 
tion of dust and litter. Ventilation is through 
louvers on each door. 


ADJUSTABLE PAD 


The new patented Packer Universal ex- 
pandable pad is designed to fit most office 
machines. It is constructed of hardboard 
to assure firm, durable support, with moss 
rubber on top to prevent slipping and slid- 
ing of the machine and absorb annoying 
noises. An extra layer of multipreen on 
the back of the pad provides additional 
support for the heavier distribution of 
weight in the back of most machines. 


DICTATING UNIT 


The Model D25 Comptometer Coronet is 
a completely portable, self-contained dic- 
tating unit, battery-operated and ready for 
use anywhere. The easy-to-hold micro- 
phone has built-in volume control and dic- 
tate, reverse, and playback controls for 
convenience in operation. The unit uses 
standard belts, which hold eleven min- 
utes of dictation. Book-size, the Coronet 
can be carried from place to place in a 
briefcase, or even worn over the shoulder. 


NU-FLEX SECRETARY 


Called “Nu-Flex Secretary,” a new, 
cleverly constructed coil spring device is 
announced by AFI Patent Products, Inc., 
which could quite easily obsolete the dan- 
gerous desk spindle. Designed for holding 
calling cards, telephone messages, tickets 
of all kinds, and pertinent memoranda 
always at your fingertips for instant refer- 
ence, this unit consists of: a steel, heavily 
nickel chrome-plated coil spring and 
clamp. 

In use, the channel clamp is simply 
placed over the edge of any shelf, desk, 
bench, truck or car dash and the coil 
spring screwed in until the unit is secure. 
That's all there is to it. No holes to bore, 
no nails or tools needed. Installation or 
removal is done in a jiffy. Cards or other 
data are inserted by merely pressing the 
end of the coil spring. 
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OPTICAL SCANNING 


JOHN E. HEALEY 
Systems Analyst 
Farrington Electronics Inc. 


HE PRODUCTION OF insurance 

premium due notices has been, 
for many life companies, a major 
factor in the purchase of a computer. 
The subsequent application of up- 
dating the policyholder accounts with 
payment data has remained the 
major unsolved automation problem. 
Industry growth trends and the in- 
crease of average yearly billings per 
policy demand a solution. The an- 
swer is the automation of input, and 
for over five years commercially in- 
stalled optical scanners have been 
doing what you are doing this instant 
—reading. 


Farrington’s systems analysts 
have had the opportunity of study- 
ing the documents and systems of 
sixteen companies planning for the 
automation of the input of premium 
due notices. It was the analysts’ task 
to apply existing hardware to the 
problem in an effort to reduce unit 
document handling costs and at the 
same time increase processing 
speeds. The existing hardware was 
proved to be applicable to the task 
of reading paper notices and pro- 
ducing output in the desired format. 
The unique and competitive billing 
system features of the various com- 
panies will be retained without in- 
terference from the automation of 
the input. In most cases the life in- 
surance companies will also retain 
the distinctive designs of notices 
without any major changes. 


Basically the Same 


Basically, the input data problem 
appears to be the same for all life 
companies. The document that is cre- 
ated must inform the policyholder 
that payment is due. When payment 
is made, the data received must be 
translated to machine language and 
posted to the record. Because of 
mailing requirements and common 
usage within the industry, the pre- 
mium billing notices conveying in- 
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formation are relatively uniform in 
size and content. 

In an effort to reduce costs, insur- 
ance companies have developed a 
variety of ways to handle premium 
payment notices. Two major sys- 
tems prevail in this application. The 
first system is a method of producing 
tabulating cards as a by-product of 
the printing of the paper premium 
notice. The cards may remain in 
tub files in the central billing office, 
or be released to agents or com- 
pany offices in the field. In either 
case the input card must be matched 
with the payment notice and pulled 
manually from the files. In one in- 
surance company more than twenty 
clerks are employed in this single 
function. The second system in- 
cludes methods for manually trans- 
lating the data on the paper premium 
payment notice into a machine 
medium, and involves the familiar 
error-ridden keypunching 
niques. 


tech- 


The premium due notice is an 
important communication between 
the company and the policyholder 
and composition of this document 
reflects the image and personality of 
the insurance company. Under- 
standably, much thought on the part 
of the companies has been given to 
this subject, and considerable in- 


To reduce handling costs 


genuity has been spent in creating a 
form with appeal, while remaining 
within the restrictions imposed by 
the printing machines. 

Another factor in the design of 
forms is the size. Most notices ex- 
amined in the Farrington study 
were between 214 inches high by 5% 
inches long, and 334 inches high by 
6% inches long. 

Last, but not least, is the con- 
sideration of the information which 
belongs on the document. Regard- 
less of the size and design of the 
document and the type of printing 
machine, the information must be 
understandable to the policyholder 
and arranged in a logical manner for 
all personnel who must work from 
the document as it progresses 
through the system. 


Size of Paper 


All of the documents studied fell 
within the specified size for Farring- 
ton’s standard small document feed 
which is part of the optical scanner. 
The small document feed will handle 
the following sizes of paper: 


length 
25%” 


RI 4” 6” 


Minimum 
Maximum 


height thickness 
5 5” 


"010" 


The information to be read may 
be located anywhere on the docu- 
ment subject to the following 
specifications for this type of feed: 
a. Vertical 
(1) Reading cannot take place 
within one-quarter inch of top or 
bottom of the document and 
(2) A band comprising 30% of the 
total height of the document, and 
whose center line is the same as the 
center line of the document, is re- 
tained for feed handling. 

b. Horizontal 

A quarter inch margin must be 
left at the right and left edges of the 
document. 

There are three distinct methods 
of arranging the information to be 
read. 

(1) Up to 35 digits of numeric or 
alphanumeric intelligence can be 
{Continued on the next page) 
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Optical Scanning—Continued 


scanned on one line. In composing 
the data for the reading field it 
must be remembered that each space 
is the equivalent of a character and 
that punctuation symbols and float- 
ing dollar signs also fill a character 
space. All digits are spaced ten to 
the inch. Under this arrangement 
the reading field is a maximum of 
31% inches long. 

One advantage of this approach 
is that the information can be re- 
scanned as many times as necessary, 
either automatically or under opera- 
tor control. It is recognized that the 
printers creating the documents 
operate at high speed and that the 
quality of print is not perfect. In 
order to compensate for marginal 
quality of printing, the re-scan fea- 
ture can be used to process other- 
wise unreadable documents. By way 
of parenthesis, the following point 
can be made here: Because the ac- 
ceptance rate of reading turn-around 
documents is largely governed by 
the quality of print produced on the 
high speed printers, it is good prac- 
tice to develop a computer routine 
that will produce sample documents 
of the day’s printing. These docu- 
ments can then be read by the optical 
scanner to test the printing quality 
before mailing of the actual pre- 
mium notices. 

(2) If 35 characters are not suf- 
ficient, the alternative of the “double 
line read” can be used. Most of the 
specifications stated for the first 
approach still pertain. The differ- 
ence is that two lines of 314 inches 
maximum would double the infor- 
mation capacity. Since the two lines 
are single spaced, one above the 
other, they may be scanned with 
the same optical system as the single 
line approach. The “double-line 
read” requires two scans. While line 
one is being read, line two is blocked 
out electronically. While line two is 
being read, line one is blocked out. 
30th lines can be re-scanned, if de- 
sired. Because the “double-line 
read” requires two scans, the over-all 
document reading rate would be 
lower. 

(3) In the event that the combina- 
tion of the number of characters to 


be read and the form requirements 
preclude the use of the 35-character 
single or double line method, a third 
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approach called “on-the-fly” has 
been developed. That is, the docu- 
ment is scanned as it passes through 
the reading station of the scanner 
rather than while it is still in the 
input stacker. In most “on-the-fly” 
applications, all data is on one line. 
The maximum length of the line can 
be one-half inch shorter than the 
length of the document. The line 
of scannable data can be split so that 
blocks of information can occur any- 
where in the line. This approach 
offers a maximum of seventy-five 
digits of scannable information. 

The optical scanner permits read- 
ing the output of most high and low 
speed printers used in the insurance 
industry. Registration is a design 
problem in the construction of out- 
put printers; however, the optical 
scanner permits the reading of lines 
that are out of vertical registration 
as much as a character height above 
and below the normal center line. 
The information line may also be 
out of horizontal registration by 
14 inch on either end. 


Output 


The optical scanner has the ability 
to produce output in the form re- 
quired for all the major accounting 
systems. One output device pro- 
duces tabulating cards at the rate of 
100 cards per minute using punch- 
ing equipment connected to the 
scanner. The output punch plug- 
board gives added versatility to the 
arrangement of output data. In large 
volume operations the output of the 
scanner can be magnetic tape. Far- 
rington will provide the buffer and 
compatible signals to drive the tape 
equipment used. Advantages of this 
system include increased speed, the 
ability to provide header and trial 
blocks, and the elimination of 
separate card-to-tape conversion 
equipment. A third type of out- 
put available is punched paper tape. 
With this system the tape production 
rate is sixty characters per second. 
As in the case of magnetic tape, the 
information can be recorded in a 
variety of codes and include a variety 
of emitted symbols such as end of 
line, end of document, etc. 

As in any accounting system, con- 
trol over data for machine input is 
of utmost importance. There have 
been some interesting and logical 


developments in reading controls 
in connection with the use of the 
Farrington optical scanner. One 
practical means used to insure the 
accuracy of reading is to have the 
computer create a check digit on the 
output billing pass. The well known 
Luhn method, or a variation of the 
nines or elevens checking systems 
may be used. The check digit is a 
part of the information to be read. 
A check digit may be used for each 
kind of data on the document or one 
check digit may be sufficient for two 
or more fields or groups of data. 
When the document returns to the 
accounting system and is read by the 
optical scanner, checking circuitry 
validates the information read, Only 
those documents that meet the check- 
ing scheme will be accepted as in- 
put into the accounting system. 

Another check on the validity of 
input data is the format control pro- 
gram which is a part of every opti- 
cal scanner. Any information which 
fails to meet the prescribed format 
for the scannable information can 
be automatically rejected by the ma- 
chine. 

Generally speaking, the scanner 
operator receives a batch of docu- 
ments that has been assigned a batch 
number on a control document that 
also includes the batch count and the 
total amount. This batch may have 
been created by an agency, a bank, 
or within the home accounting office 
itself. 

The optical scanner is equipped 
with set switches for entering a 
batch number which will then be 
emitted to all the documents within 
the batch. Counters and accumula- 
tors are available with the reading 
system and these counts and amounts 
can be visually displayed on the 
scanner. At the end of the batch 
run, the amount can be printed on an 
attached line printer. An automatic 
heading feature allows control data 
picked up from a header document 
to be included in the output records 
resulting from reading of all subse- 
quent documents. A control symbol 
placed to the right of the scan line 
identifies a header document and 
causes up to ten digits of data read 
from the header document to be en- 
tered into a separate header storage. 
Data from the header storage is re- 
tained until replaced by data from 


(Continued on page 49) 
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modern accounting theory, practice & procedure 


Life... Casualty... Fire... Accident & Health 
INSURANCE ACCOUNTING AND STATISTICAL ASSOCIATION 


Overall Company Budget 


W. N. STANNUS 
Republican National Life 
Insurance Company 


HIS IS NOT INTENDED as a tech- 
S tyeent paper, but simply rep- 
resents opinions of the writer gained 
through experience over a period of 
years in working with budgets. 

A budget is an estimate of income 
and expense for a period of time. It 
is a planned instrument for measur- 
ing the accomplishments of man- 
agement. Thus by determining in 
advance what will be considered a 
satisfactory result from operations 
and by later comparing with the 
actual gain or loss a budget provides 
a guide for management and a yard- 
stick for measuring success. In the 
broader sense and as normally used 
in the life insurance business, it also 
comprises the production goals for 
the company. 

The importance of having a 
budget may be more fully appreci- 
ated by those officers of a life com- 
pany who, having done a creditable 
job, find themselves subject to criti- 
cism for not having done better be- 
cause there was no predetermined 
goal by which to measure accom- 
plishment. Board members can have 
little to criticize if they agreed to 
the budget at the beginning of the 
period and the estimates are sub- 
stantially met. 


From the First 


The question is raised as to when 
in the life of a company should 
budgeting be started? The answer 
is, before the company starts in 
business. With the formation of so 
many new life companies within re- 
cent years the evidence of the need 
for advanced planning been 
made readily apparent. One officer 
of a three year old company was of 


has 
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the opinion he couldn’t work under 
a budget because his income was 
less than his expenses. A budget 
may of course, reflect a gain or a 
loss. The important fact is how much 
is the gain or loss, and where will 
it lead. Whether a company be old or 
new, it is beneficial to have a budget. 


Appeal to Officers 


In this discussion we are consid- 
ering the development of an over-all 
company budget. It is designed to 
appeal to company officers not now 
operating with a budget, but de- 
sirous of doing so. Of necessity the 
size and age of a company as weil as 
the philosophy of management will 
greatly influence the concept of an 
over-all company budget. As a basis 
and insofar as practical, we shall at- 
tempt to deal with a small to me- 
dium sized company of some twenty- 
five to thirty years of age having less 
than $500 million of ordinary insur- 
ance in force. Some modifications 
will be indicated for younger and 
smaller companies. 

The first objective is to know the 
acquisition cost of new business and 
the renewal profit of old business 
(that in force after the first policy 
year). To do this there must be a 
separation of income and expense as 
between first year and renewal. 
Naturally in the first year of oper- 
ation of a new company all income 
and expenses is first year. 

The reason for the separation be- 
comes obvious when it is realized 
that only by so doing can one make 
proper comparison of one year’s 
operation with another, As renewal 
profit increases with the addition of 
more insurance in force, the com- 
bined acquisition cost and renewal 
profit would tend to show a lower 
cost per thousand of new business 
if the separation had not been made 


when the opposite might be the true 
picture. 

Having determined the necessity 
for separating first policy year in- 
come and expense from renewal the 
question arises as to the basis for de- 
ciding which is which. There is no 
problem as regards premiums and 
commissions. They are either on 
first policy year business or renewal 
business. Likewise it is readily ap- 
parent that increases in agents’ bal- 
ances, sales promotion, salaries of 
agents and supervisors are first year 
expense. There are usually very 
small reserves for first year business 
so investment income and expense 
goes to renewal. There are other 
expense items that can be allocated 
fairly easily, but for many others 
we must have some guide rules to 
follow. 


Understand the Purpose 


First and foremost we must un- 
derstand the purpose for which we 
are making the separation of in- 
come and expense items in order to 
formulate guide rules. As already 
stated the purpose is to determine 
the acquisition cost of new business 
and to know the amount of profit 
we are making on renewal business. 
Some expense items comprise both 
categories. It is then necessary to 
make allocation based on a prac- 
tical measure for each. Office rent 
may be allocated on the space uti- 
lized while machine rentals will bet- 
ter be allocated on the time utilized. 
Periodic salary surveys are valuable 
in apportioning this item. 

Frequently the theory is ad- 
vanced that the first year should 
not be charged with all acquisition 
costs since some expense of this na- 
ture would continue whether or not 
new business was being written. To 


(Continued on page 42) 
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As easy to carry as a portable typewriter, the Photostat* 
camera goes where your records are—next desk, next room, 
next state. Its 21 Ibs. include self-contained carrying case. 


EXCLUSIVE MAGAZINE FEED gives you one-second loading. 
No threading film through rollers. Just drop the magazine into 
place, snap the lock—and you're ready to microfilm. 
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light. You keep related records on one magazine without wast- 
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3. You save on film because you get a 24x reduction. 


COMPACT. The Photostat camera when opened takes up only 
22” x 12” x 1314” of space. 

For a demonstration of how this camera can simplify record 
keeping for you, contact your nearest Photostat Corporation 
sales and service office, or send us the coupon. 

We can also help you find the answers to a wide variety of 
other paperwork problems because— 
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adopt this theory is to complicate 
matters and seldom does it serve a 
useful purpose. There is plenty of 
room for the use of judgment 
when we try to use as simple an ap- 
proach as possible. No two compa- 
nies will make the same detailed al- 
locations. This is not too important 
for we are not particularly interested 
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further j y) 
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in comparing costs and profits 
between companies, but instead we 
are interested in comparisons from 
year to year of our own results. If 
we follow the same pattern in mak- 
ing allocations from one period to 
another we have data that is valu- 
able for comparison. We are prin- 
cipally interested in trends and in 
making improvements. 

Therefore, any expense that has 
to do with acquisition of new busi- 
ness must be a first year expense, all 
other is renewal. 


Step by Step Process 


Having established our philoso- 
phy concerning the proper alloca- 
tion of income and expense, let us 
proceed to explore the step by step 
process for setting up a budget. Let 
us assume that we have operating 
statements available for the past five 
years divided as to first year and re- 
newal. If we do not have these it 
means the accounting has not been 
done in the past as outlined above. 
It is only necessary to start now and 
our historical data will begin to ac- 
cumulate. 

By determining the amount of re- 
newal profit per thousand of insur- 
ance in force for the past five years 
we can have a pretty good idea of 
what our renewal profit will be for 
the ensuing year. Some companies 
base this profit per thousand on 
mean insurance in force, some on 
mean renewal insurance in force, 
some on insurance in force at the 
beginning of the year and some by 
other means. So long as the same 
method is used the particular one is 
not too important. 


Profit Expected 


From a psychological standpoint, 
if from none other, the writer likes 
to determine first the amount of re- 
newal profit expected for the year 
we are budgeting. We find the an- 
swer before we estimate the indi- 
vidual income and expense items. 
Then we make our estimate of re- 
newal premium income by again re- 
lating it to insurance in force. Hav- 
ing determined renewal premiums 
we can estimate those items having 
a relationship to premiums such as 
commissions. 


Investment income of course is 
related to invested assets. By deter- 
mining the rate of return on classes 
of assets and estimating the change 
in amounts, an accurate estimate 
can be made of this income item. 


Estimate Reserve 


Reserve increase may be estimated 
in several ways. It has a relation- 
ship to premium income and invest- 
ment income, as well as insurance in 
force. However, by estimating the 
amount of reserve increase by the 
use of one method and testing by 
another a good estimate may be 
made. The amount of surrender 
values in cash and policy loans 
voided by lapse should be considered 
in the same category as reserve in- 
crease. The renewal operating bud- 
get should be arranged so that policy- 
holder benefits are grouped together, 
including such items as death claims, 
reserve increases, surrender values, 
coupons and dividends. 


Home Office Expenses 


Home office operating expenses 
should be determined after taking 
into account the estimates of those 
having control over the items. In 
the main these should bear a rela- 
tionship to premium income or in- 
surance in force. Direct investment 
expenses should be considered as a 
deduction from investment income. 

When the renewal income and 
expense items have been estimated 
the result should approximate the 
net operating gain originally com- 
puted. If not adjustments will be 
made, but only after careful consid- 
eration of the causes. This is the 
time to take stock and note the 
trend. Are you progressing and be- 
coming more efficient ? 

Having arrived at the amount of 
renewal profit to be made the ques- 
tion arises as to what will be done 
with it. Will it all be invested in 
procuring new business? Will part 
be used to pay a cash dividend to 
stockholders, and shall we increase 
surplus some to maintain the proper 
ratio for our size? Or, are we a new 
company that must dip into surplus 
to augment our renewal profit, and 
by how much? With the answer 

(Continued on page 54) 
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Before you buy the new Royal Electric Typewriter, please do yourself, your 
secretary, and your company this service: try all the makes of eleetric type- 
writers. Try them for touch, for printwork, for any feature you, wish. Only 
in this. way can you really know the worth of the choice you Will make. 





the office 


Controlling 


— THINK THAT IT is an indis- 

putable fact that American 
business has lost the initiative in 
respect to establishing and maintain- 
ing acceptably high standards of 
performance. We further believe 
that this condition of mediocrity has 
resulted from the acceptance of sub- 
standard application to work over 
the past twenty years so that sub- 
normal standards have become the 
normal standards whereby we ap- 
praise our staffs. Any condition, 
whether it be moral, physical or 
political, that is tolerated for so long 
a period becomes increasingly diffi- 
cult to correct. Even the law recog- 
nizes that a condition which remains 
uncorrected for a number of years 
(common law standards) takes on 
the legal respectability of common 
usage. 


Existing Conditions 


However, our objective is to lay 
the groundwork through the recog- 
nition of an _ existing condition 
whereby we can establish the cor- 
rective measures and not to waste 
time and space in a howling con- 
demnation of the situation. We be- 
lieve that office practices require 
some overhauling and that ways and 
means should be found to correct 
the abuses without destroying the 
concept of employer-tolerance and 
understanding of the “problems of 
making a living.” 

We approached this problem (and 
several others) by finding out what 
others have done to control absentee- 
ism and tardiness on the premise 
that actual experience will be more 
thought provoking than personal 
opinion. All of these references are 
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GUY FERGASON 


Absenteeism and Tardiness 


from companies in the insurance 
business. 

One of our correspondents reflects 
the accepted principle that reward 
is better than punishment in control- 
ling a practice. He said, “Our or- 
ganization has been very successful 
in controlling absenteeism and tardi- 
ness for the following reasons—most 
of our female employees and a great 
many of our male employees punch 
a time card. If they are not absent 
or late for a period of twenty-five 
days, they are granted a half-day off 
which can be taken at any time 
except that it is never added to 
vacation time. This has been the 
greatest single factor in keeping our 
tardiness (and absenteeism) to a 
minimum. The employees do every- 
thing possible to get here on time to 
earn the half-days.” The personnel 
manager of this company (and it is 
a large one) continued, “...every- 
one absent for even one day must re- 
port to the Medical Department be- 
fore going back to work. ... When an 
employee is absent for two days, 
the nurse checks by telephone to see 
if she can be of any help to the 
employee. ... Our supervisors talk 
to habitual offenders who have a 
high record of tardiness and absen- 
teeism, and if the practice continues 
without good reason, the employee 
is discharged.” 


Monetary Awards 


This company also has a system 
of monetary awards for good attend- 
ance, etc., covering periods of three 
months to two years or more, and 
carrying rewards of $5.00 to $20.00 
(each six months). It is interesting 
to observe that this company follows 


the “reward technique,” the “coun- 
seling technique,” and the “dismissal 
technique,” all three of which pro- 
vide good results. 

Another company, headquartered 
in Wisconsin, takes a relatively sim- 
ple approach to the problem as dem- 
onstrated in the personnel director’s 
comment that “in our absence con- 
trol... we have little or no difficulty 
in unexcused absence. An (absent) 
employee . . . is either on vacation, 
he is on sick leave, or he is on an 
authorized leave of absence. If an 
employee takes a leave without au- 
thorization we regard it as a serious 
offense and reprimand such an em- 
ployee.” 


Careful Judgment 


This may be an oversimplification 
of the problem, depending on how 
carefully this company judges “sick 
leaves” and “authorized leaves.” If 
most absences are categorically listed 
as sick or authorized leaves, control 
becomes a matter of nomenclature. 

The personnel director of this 
company explained their sick leave 
program as follows: “An employee 
is entitled to two weeks of sick leave 
at full pay and two weeks at half-pay 
in the first year of employment with 
a graduated scale to 20 weeks at full 
pay and 20 weeks at half-pay in the 
20th year of employment . . . this 
offsets uncontrolled absenteeism as 
one or two days absence is charged 
against the leave. We only allow 
several days of this type of initial 
sick leave without a doctor’s state- 
ment.” He goes on to explain that 
his company allows vacation time to 
be charged against absent time in 

(Continued on page 46) 
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Announcing the *4000 Line by All-Steel 


The space-saving flexibility of the new ASE 4000 
Line will be of special interest to managers of insur- 
ance offices and other organizations with a high vol- 
ume of clerical work. The wide variety of 4000 Line 
components makes it possible for you to match any 


need quickly, exactly. 


For September, 1960 


The ASE 4000 Line is complete . . . you can choose 
from Desks, L-Units, Credenzas, Tables, Bookcases, 
Storage Units and a complete line of chairs. Contact 


your ASE Dealer soon or write today for free catalog. 
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P-389—Recording Jargon 


A glossary of high fidelity and tape re- 
cording terms has proved so popular the 
makers of "Scotch" brand magnetic tape 
have reissued it in a new revised format, 
called "99 Tape Recording Terms.” 

Numerous words added to the English 
language as a result of magnetic tape's 
widespread acceptance throughout the re- 
cording industry prompted the compilation 
of the glossary. The concise, easy-to-under- 
stand definitions apply to recording tape as 
well as to tape recorders and hi-fi in general. 
Although the four-page glossary is intended 
primarily for the amateur in home, church, 
business, and school applications, the pro- 
fessional recordist also should find the list 
a valuable reference. Typical of terms de- 
fined are: cycles per second, decibel, distor- 
tion, equalization, feed through, fidelity, 
flutter, frequency response, gain, impedance, 
print through, signal-to-noise ratio, tensilized 
polyester, wow. 


P-390—Card Kit 


One of the easiest and most effective ways 
to personalize one's business mail is by the 
inclusion of cards. The card need not merely 
identify, it can also promote. Carefully- 
chosen designs, colors, and slogans inject 
sales appeal into your cards. Ideas for more 
profitable use of your business cards are 
presented in a new card kit, which includes 
sample cards, hints, and an “analysis chart" 
which will help determine the eftectiveness 
of your present cards. 


P-391—Carbon Samples 


Forms design specialists can obtain a 
sample kit of one-time carbons for various 
purposes. Included are carbons especially 
for high-speed printers, as well as hand-writ- 
ten forms and regular typing. Special fea- 
tures are an approved non-bleed carbon for 
use with an offset plate, and a lightweight 
paper allowing a maximum number of copies. 
The kit furnishes information on various sizes, 
finishes, colors, weights, and uses of diverse 
carbon papers. 
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Absenteeism—from page 44 


excess of allowable time (within 
limits) so that the combination of 
vacations, sick leaves and leaves of 
absence just about covers the total 
situation. This company’s tardiness 
control is based on the “honor sys- 
tem” plus the effort to sell regularity 
of attendance and reporting through 
staff meetings. They have no time 
clocks. 


Explore Causes 


Most companies do not know the 
cost of absenteeism, nor the causes, 
subscribing the causes to the “gen- 
eral lethargy of the day.” We do 
believe that most employees would 
rather be on time and to that extent 
need only the encouragement of 
management to so organize their 
personal time so that the habit of 
tardiness does not become estab- 
lished. There are two types of tardi- 
ness—the first is the most prevalent 
and springs from habit, whereas the 
other is more difficult to handle be- 
cause it is the result of health, family 
conditions, transportation difficul- 
ties, or the poor organization of tim- 
ing. Habit can be cured by the ap- 
plication of external pressures. 
Health problems which influence ab- 
senteeism as well as tardiness have 
come under careful scrutiny of man- 
agement. Here is what a number of 
companies do to help combat the 
health problem in general— 

1. Two companies (one in Massa- 
chusetts and one in Oregon) provide 
drying rooms so that wet clothes can 
be dried (obviously in case of rain, 
etc. ). 

2. Four companies provide free vita- 
min tablets and cold shots on a 
voluntary basis inasmuch as it is 
questionable as to whether medical 
aid of any type could be enforced. 
3. One company provides an um- 
brella rack and loans umbrellas for 
that five o’clock shower (or at 
noon). 

4. Three companies have merit 
awards for perfect attendance and 
prompt reporting for work by giving 
from %4 to 1 day for each perfect 
month (no excuses are accepted— 
the record is or is not perfect). 

5. Three companies (large ones) 
provide in-plant feeding so as to 
provide balanced diets. Many doc- 


tors claim that dietary deficiencies 
are a common cause of illness. 

6. Several companies report the in- 
stallation of air conditioning as a 
means of improving employee per- 
formance, controlling allergies, and 
reducing absenteeism caused by 
heat, humidity, polluted air, and 
“office drafts.” 

7. Several companies included regu- 
larity of attendance and degree of 
tardiness as a factor in merit rating 
which in turn affected the eligibility 
for salary adjustment. 

8. One company posted the attend- 
ance record (accumulative) each 
month on the bulletin board and de- 
pended on “employee pressure” to 
correct the habitual offenders. 

9. Several companies gave “letters 
of commendation” for favorable rec- 
ord of attendance and punctuality. 


Almost all of the companies sur- 
veyed recognized that there was a 
problem in controlling attendance 
and that the problem was receiving 
management’s attention. Only one 
company gave any real evidence that 
they exercised a firm hand in con- 
trolling absenteeism and_ tardiness 
by dismissing the employees who 
failed to meet the minimum stand- 
ards. Several companies specifically 
stated that they “counseled” their 
employees, but few gave any indica- 
tion that counseling was more than 
mild encouragement. 


Control Has Six Parts 


From our survey which was fairly 
extensive, and from our personal 
observations, we present a six-part 
program which, if applied, will con- 
trol absenteeism and tardiness. 

Part One: Keep attendance rec- 
ords. Attendance and punctuality 
are statistical—i.e., the occurrence 
of absenteeism and tardiness must be 
recorded in order to provide a rec- 
ord which can be compared to a 
standard or tolerance above which 
management must take action. One 
bad example which goes unnoticed 
can contaminate an entire staff. At- 
tendance records should be main- 
tained in most cases as a requirement 
of the Fair Labor Standards Act 
(Wages and Hours Law) as it 
applies to companies operating in 
interstate commerce. 
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Part Two: Analyze absenteeism 
and tardiness. To control a prac- 
tice, habit, operation, action, or what 
have you, one must have facts con- 
cerning the situation. In respect to 
the control of absenteeism and tardi- 
ness, it is essential to determine— 

a. If the dilatory practice is wide- 
spread or is limited to only a 
few; 

b. The cause of tardiness and ab- 

senteeism (by interview) ; 
If there is a pattern in the at- 
tendance and punctuality rec- 
ord which would indicate that 
certain days or weeks are more 
susceptible to the practice than 
others. 

Employees respond better to a 
factual record which reflects the ac- 
tual condition than they do to the 
casual observation of management, 
which observation is subject to error. 

Part Three: Sell the idea that 
attendance and punctuality are con- 
ditions of employment. Many em- 
ployees feel that the hours of 
employment are more or less an 
informal arrangement which is in- 
tended to serve as’a guide rather 
than a fixed practice, the violation 
of which is an exception rather than 
the rule. Too many persons have 
no fear of violation—many even 
think that management should be 
grateful when an employee is on 
time once in awhile. This attitude 
has been developed over a long 
period of time in which management 
griped, but did little else to correct 
the abuses. One manager referred 
to the “periodic letters” about at- 
tendance and punctuality as the 
“Roman candle technique” in which 
one splutters and pops off in a great 
array of smoke and color and then 
fizzles out into inactivity until an- 
other candle is touched off. 

Consistency of approach, firmness 
of policy, and corrective action 
backed up by factual records puts 
the proper light on attendance and 
punctuality. 

Part Four: Insist that supervisors 
set the example of attendance and 
punctuality. In the larger compa- 
nies, where the office staff is depart- 
mentalized and farther removed 
from top-management, the habits of 
the immediate supervisor, almost 
without exception, set the pace for 
the department. We have done con- 
sulting work in this area and in eight 
out of ten cases of habitual tardiness 

(Continued on the next page) 
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Absenteeism—Continued 


(and to a degree attendance) we 
found that the supervisors were late 
in coming in to work. We corrected 
this situation so that supervisors 
were at their desks ahead of the reg- 
ular starting time—it followed that 
the employees corrected their tardi- 
ness habits. It is rather difficult to 
put this point across to management 
inasmuch as management always 
plays down the effect of good habits 
and the importance of supervision 
in the formulation of the habits. 

Part Five: Make attendance and 
punctuality factors in merit rating. 
Life is basically punitive in that the 
violation of moral principles carries 
its own built-in price tag. We are 
not moralizing, but only calling at- 
tention to a principle of cause and 
effect. Unless there is a measurable, 
definite and known effect which at- 
tends a careless attitude toward at- 
tendance and punctuality, there can 
be little hope of improvement. The 
correction must be an external de- 
vice. Making attendance and punc- 
tuality factors in merit rating is 
certainly not punitive, neither is it 
an outright reward—we are merely 
saying that as a policy the employee 
must meet certain standards before 
he becomes eligible for consideration 
of pay increases and other rewards. 

Many many years ago there was 
a device which was used by the 
owner-management of small compa- 
nies—it was known as the “conduct 
book.” The owner noted the em- 
ployee’s conduct on a daily basis 
his attendance, his reporting on 
time, his work—yes, even his ap- 
pearance. If the employee asked for 
a raise, or an afternoon off, or an 
advance against wages (and he usu- 
ally had to ask for none of these 
were given voluntarily), the owner 
opened his conduct book, and if the 
employee’s record (conduct) was 
good, his request would be granted ; 
otherwise he was turned down. We 
do not suggest a reverting to the 
1800’s management practices, but 
we do suggest that the modern tech- 
niques of evaluation include such 
important conditions as attendance, 
punctuality. 

Part Six: Establish a policy cov- 
ering payment for time off duty. 
Management is not being gracious 
and kind-hearted by not defining 
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what it will or will not do in respect 
to payment for work not performed 
or time not worked. Employees 
work best in an atmosphere of defi- 
niteness. We know that there is a 
limit to our tolerances—in some it is 
greater than in others. However, 
“to deal with each situation on its 
merits” is the lazy man’s excuse for 
not telling his employees that there 
is a limit to what might be expected. 
Further allowances for sickness 
(number of days of sick leave at full 
pay) must be thoroughly explained 
as being for the protection of the 
employee and is not a privilege or 
a benefit to be taken under any cir- 
cumstance. 


No Magic Formula 


There is no magic formula for an 
“asy soltition to absenteeism and 
tardiness. We must lay down fair 
ground rules—make them known— 
and firmly enforce them. No one 
loves a sucker and industry has been 
in that class for many years by its 
grateful acceptance of mediocrity for 
increased pay. 





ELECTRIC ADDING 
MACHINE 


AN ALL-NEW electric eight column 
total eight heavy duty adding ma- 
chine is now being marketed by R. 
C. Allen Business Machines, Inc. 
Developed for general business use 
and designated the Model 88, the 
new adding machine is completely 
new throughout, from exterior de- 
sign and hush-quiet electric motor 
to the attractive Polynesian bronze 
color of the compact, mar resistant 
case. 


SPEECH PROMPTER 


A BOON TO BUSY executives who fre- 
quently are called upon for speeches 
or lectures is an _ easy-to-operate 
portable electric prompting device. 

Called the TelExecutive, the 
product holds the script on spools, 
and automatically moves it across 
an illuminated panel at a speed con- 
trolled by the speaker. It is a scaled- 
down version of larger and more 
costly equipment used by the tele- 
vision industry. 

The script is prepared on con- 
tinuous-form paper. It is then 
wound on an interchangeable spool 
and placed in the TelExecutive, the 
same as one would place film in an 
ordinary box camera. The script 
can be prepared on a special large- 
faced typewriter, hand-lettered or 
typed on a regulation typewriter 
with the lines spaced widely apart 
just so it is easily readable to the 
individual speaker. 


Hand Control 


During the talk, a palm-sized 
hand control is used to control the 
speed at which the script moves. It 
can be stopped at any time, operated 
at a constant speed, or reversed. 
Each spool holds an hour or more of 
continuous script, depending upon 
the size of type used. 

Dim or bright illumination from 
within the TelExecutive provides 
glare-free light regardless of room 
lighting. The product plugs into an 
ordinary AC wall outlet, and may 
be placed on a desk, table or lectern. 
It is smaller in size and lighter in 
weight than a portable typewriter. 
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Optical Scanning—from page 38 


a new header, or until deleted by 
use of a Clear button. Failure of a 
header document to be read results 
in a “header reject” stop. 

In the case of tabulating card 
output, a lead card may be key- 
punched and placed in the output 
stack as a header card for the batch. 
The batch thus would have a lead 
card for use in either an electric ac- 
counting machine or in a card to 
tape converter operation. When the 
scanner is producing magnetic tape 
as output, the header document can 
contain the batch count and amount 
as well as the batch number. Since 
many accounting systems are used in 
premium billing, each application 
must be studied and the available 
Farrington proof equipment must be 
adapted to the individual system. 

Optical scanners are currently 
reading and recording data for oil 
companies, banks, utilities and for 
other industries with increased speed 
and accuracy and at substantial 
operational savings. The scanner 
can read the numeric or alpha- 
numeric policy number, the premium 
amount paid, the due date, and any 
other statistical data printed on the 
document. 


Two examples of optical scanning 
applications are offered by way of 
conclusion to illustrate how systems 
for handling premium payments 
vary. The two cases described also 
show how the optical scanner may 
be used to machine read incoming 
payment notices and to translate the 
native language into the machine 
language of tabulating cards, 
punched paper tape, or magnetic 
tape. 

Case I—A mutual life insurance 
company has a central accounting 
and billing system based on the use 
of a large scale computer. Premium 
due notices are produced on a high 
speed printer as a product of com- 
puter up-dating runs. The printing 
on the document includes policy- 
holder’s name and address, premium 
due and policy status information, 
and the return mailing address for 
collection points around the coun- 
try. The document is mailed directly 
to the policyholder and he sends the 
payment and a copy of the premium 
notice to the collection point. At 
the collection point the documents 
are batched by “paid as billed” 

(Continued on the next page) 
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Optical Scanning—Continued 


groups (97%) and by “not paid as 
billed” groups (3%) and are con- 
trolled by batch number, count, and 
amount. The batched documents, 
less deposited payments, are then 
forwarded to the central billing office 
for processing and input. This pro- 
cessing formerly included a proof 
operation and manual key punch- 
ing by eight operators and verifiers. 
After the tabulating cards are 
created they are listed and proved 
to the collection point batch con- 
trols. The cards are then collated 
and sorted with other daily input 
transactions for card to tape con- 
version as input to the computer. 


The optical scanner reads the 
“paid as billed” documents replac- 
ing the outmoded manual efforts. 
The output consists of tabulating 
cards according to the existing 
format. The reads and 
punches the seven-digit policy num- 
ber, the check digit, and the seven- 
digit variable remittance amount. Set 
switches on the scanner cause the 


scanner 
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loyalty Group 
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Plaques, Honor Rolls, etc. 

SEND FCR FREE CATALOG 
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punching of the three-digit date of 
collection. Plugboard output wiring 
allows for seven other control digits 
to be punched into each card. The 
scanner accumulator and counters 
prove batch controls and the results 
are visually read on reading equip- 
ment displays. 


The introduction of the optical 
scanner to this system is accom- 
plished with a minimum of pro- 
cedure changes and with only minor 
forms modification. The very low 
volume of “not paid as billed” items 
indicates that the exception routine 
will be limited to the manual punch- 
ing of these items not suited for 
scanning. 


Case []—The information to be 
read for this life company includes 
agent commission details as well as 
premium due data. As in Case I, 
billing notices are produced at a 
central point with the aid of a large 
scale computer and are printed on 
high speed printers. As a byproduct 
of the billing effort, tabulating cards 
are punched with agent commission 
and premium data. Copies of the 


printed premium notice are sent to 
the policyholder and to the various 
district offices. The tabulating cards 
are filed in tubs at the central bill- 
ing point. The policyholder makes 
his payment to the district office and 
encloses a copy of the printed notice. 
The district office manually extracts 
its copy of the premium notice, 
matching to the policyholder’s copy. 
The district office copy, under batch 
control, is forwarded to the central 
billing point where another matching 
occurs, and the tabulating card is 
manually extracted from the tub file. 
The tabulating cards enter an 
E.A.M. procedure to accomplish the 
payment of agents commissions and 
at a later time to effect the up-dating 
of policyholder premium due records. 

The introduction of the optical 
scanner to this system eliminates 
producing tabulating cards and the 
subsequent manual filing, matching 
and pulling. 

Thus, the scanner automatically 
captures the payment data created 
in the premium due application and 
completes the automation cycle of 
premium billing accounting. 
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You'll get it quicker if your 


postal zone number is on the 
order blanks, return envelopes, 
letterheads. 


The Post Office has divided 106 
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OFFICE AUTOMATION 


R. HUNT BROWN 
Automation Consultants, Inc. 
New York, N. Y. 


HE GREAT MAJorITy of the ex- 

perience with business installa- 
tions has been in manufacturing con- 
cerns, but electronic computers and 
the other new equipment are now 
being used more and more in the 
other categories of clerical areas. 
Although the Government of the 
U.S. A. was the first to use business 
type electronic computers, in the 
census bureau (as was the case with 
punched cards), application has not 
spread as fast in non-military areas 
as has been the case in business con- 
cerns. Insurance companies were 
among the first in early adoption of 
computers to the work which was 
formerly done on punched card ma- 
chines, but once again widespread 
usage has been relatively slow. 
These early installations were 
mainly Univac I computers. Utili- 
ties, banking and distribution have 
been slower than insurance in EDPS 
(Enthusiastic Deviation from 
Proven Systems?), in the order 
named. 


Insurance and Automation 


There are various branches of in- 
surance enterprises, including life, 
casualty, brokerage, underwriting, 
etc. Little has yet been done in the 
way of automation of any of these 
activities, with the exception of life 
and casualty insurance. The insur- 
ance broker or agent has a small of- 
fice, and the work is mainly contact 
with policyholders and the head 
office of the large insurance compa- 
nies. The underwriting bureaus 
have a specialized problem not yet 
solved by electronics. The insurance 
central offices have a large quantity 
of employees doing routine clerical 
tasks on similar problems, a situa- 
tion very well suited for batch proc- 
essing of data, and hence an ideal 
application for the general purpose 
computer. Consequently, it is largely 
with life and casualty insurance in 


For September, 1960 


the home office that automation has 
been applied, mainly in the form of 
computers. 

The large life insurance companies 
were among the first to study the 
possibilities of electronic computer 
usage, and were among the pioneers 
to install the first machines like the 
large Univac and IBM electronic 
data processors. The casualty com- 
panies rapidly followed. 

There were two main reasons for 
this early interest. Ever since the 
inception of the insurance idea, a 
mathematical problem arose in the 
computation of actuarial tables. The 
original actuaries were born and 
died with nothing but pencil and 
paper to calculate the risks on which 
rates were based. The mechanical 
hand-operated calculating machine 
supplemented their logarithmic 
charts to make the actuary’s tedious 
job easier, around the beginning of 
the twentieth century. The punched 
card electromechanical calculator 
then gradually came to his aid in the 
early 1920’s, but was not in wide- 
spread use until about thirty years 
later with the advent of the IBM 
604 in 1948. 

The electronic computer was the 
answer to the actuary’s prayer. The 
second principal impetus to the 
adoption of the electronic computer 


Mostly in the home office 


in insurance work, was the tremen- 
dous volume of clerical work that 
had developed with the growth of 
the giant insurance companies—even 
the large tabulating machine installa- 
tions were not adequate, and there 
were many routine tasks which 
armies of humans still had to per- 
form. 


New Breed 


The office executives of the future 
will be a new breed, who will be 
familiar with scientific management 
in all its phases, even including op- 
erations research. They will be fa- 
miliar with the new techniques and 
machines of IDP and EDP. Instead 
of basing their decisions largely on 
instinct and experience, they will be 
guided by facts and figures which 
will be instantaneously available to 
them on a random basis, which has 
not been the case in the past. The 
situation can be compared to the 
early airplane pilot, who had to “fly 
by the seat of his pants’”—the mod- 
ern pilot now has an instrument 
panel to assist him, with all types of 
automatic controls, so that he can 
manage on a scientific basis. 

It is hoped that this work will be 
of assistance to all classes of insur- 
ance personnel, so that they will be 
prepared for the new era of scientific 
management which is rapidly gain- 
ing in momentum. 

The accounting problems of the 
casualty insurance company are far 
more complicated than those of the 
life insurance organization, because 
of the greater diversity of policies 
issued. In many cases a single com- 
pany handles both life and casualty 
insurance, and here the data process- 
ing situation really is complex. For 
the sake of simplicity, since life in- 
surance has been treated generally 
above, let us consider the casualty 
field. 

The greater part of casualty poli- 
cies are in the automobile field, a 
matter of fifty million or so policies 
being in effect in the U. S. A. alone. 

(Continued on the next page) 
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Nationwide Insurance has about two 
million automobile policies in thir- 
teen states and the District of Co 
lumbia. Other forms of casualty in- 
surance policies cover fire, surety, 
property damage and titles, theft, 
accidents, marine, personal liability, 
bonding, health, disability, hospital 
ization, pensions, workman’s com- 
pensation, etc.—there is even a 3D 
policy (Defalcation, Disappearance 
and Dishonesty). Lloyds of London 
reportedly will insure almost any- 
thing (for a price of course). The 
types of procedures in the casualty 
field involve the same type of paper- 
work as does life insurance, such as 
premium and dividend calculation, 
agents’ commissions, payroll, cost 
distribution and analysis, actuarial, 
job time analysis, renewals and can- 
cellations of policies, investments, 
market and sales analysis, etc. 

Like the large life insurance com- 
panies, most of the casualty firms 
started early with punched cards 
most of them 
have now turned to the new elec- 
tronic computers. A partial list of 
insurance companies using them, 
with available details, follows: 


several decades ago 


Early Advocates 


Among the early advocates of the 
electronic computers were the larger 
insurance companies, such as: Met- 
ropolitan (3 Univac I’s) and Equi- 
table (IBM 650 and 705) in New 
York; John Hancock (1 Univac I, 
2 Univac II’s, 6 IBM 
Boston; Franklin (1 Univac I) in 
Springfield, Illinois; Pan-American 
(IBM 650, Cardatype) in New Or- 
leans; Nationwide (IBM 650 and 
Transceivers) in Columbus, Ohio; 
Mutual Benefit (2 IBM 650’s) in 
Newark, N. J.; Equitable (IBM 
650) of Iowa; Farmers Insurance 
of Los Angeles (IBM 705), etc. 
All of these installations are later 
described in the case studies of Part 
III of this handbook. 

Among other giants of insurance 
using IBM 705’s are Prudential of 
Newark (2), Social Security in Bal- 
timore, New York Life, Mutual of 
Omaha, National of Nashville, In- 
surance Company of North America 
in Philadelphia, Aetna of Hartford, 
and the Prudential companies in Los 


650’s) in 
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Angeles and Jacksonville. The users 
of large Univacs include Northwest- 
ern of Minneapolis, Life and Casu- 
alty of Nashville, Pacific Mutual of 
Los Angeles, and Sun Life of Mont- 
real. Michigan Hospital Service has 
a Datamatic 1000, and RCA Biz- 
macs are installed at New York Life 
and Travelers of Hartford, with 
RCA 501’s to follow. The installa- 
tion of the smaller IBM 650’s (over 
100), also Univac 60 and 120 Card 
Computers, for insurance work, are 
now legion. Allstate of Illinois was 
one of the first to install a Burroughs 
205 computer in 1954, with General 
of Seattle following in 1956, also 
Minnesota Mutual, Argonaut of San 
Francisco and Atlantic Mutual of 
New York City in 1957. 


Jobs Replaced 


The more than two hundred elec- 
tronic computers in use by insurance 
companies are mainly working on 
premium billing, dividends, agents’ 
commissions, statistical data, payroll, 
general accounting, master file main- 
tenance and actuarial applications. 
These are usually the chores for- 
merly done by punched card ma- 
chines, which are now being replaced 
by the more modern electronic data 
processing systems. 

Personnel reductions have been 
insignificant, and more clericals than 
ever are employed to do routine 
paper work. Thus the peak of the 
automation insurance work has not 
nearly been reached by a large mar- 
gin, and the possibilities have barely 
been explored. 


Many Missing Links 


In the author’s opinion, there are 
still many missing links to be forged 
before realization of the automatic 
insurance company of the future. In 
this connection, an interesting article 
by R. E. Slater of John Hancock 
appeared in “Harvard Business Re- 
view,” March-April, 1958, entitled 
“Thinking Ahead: How Near Is the 
Automatic Office?” The main prob- 
lems still to be solved are file main- 
tenance with a very high capacity 
and really low cost rapid access 
memory for interrogation and up- 
dating of records, and automatic 
reading of documents. The latter 
applies both locally, and at remote 


points of information origination 
with data transmission networks to 
the central computer facility. 

The functions of an insurance 
company can be classed into file 
maintenance, and the many account- 
ing activities such as premium bill- 
ing, for example. 

In file maintenance, there may be 
millions of policies on which records 
have to be kept. The usual method 
in life insurance is to keep many 
files on the same policy for separate 
purposes of the different depart- 
ments. One such file contains all the 
“history cards,” which are resumes 
of the important data pertaining to 
that policy. When this card is de- 
sired by an underwriter or other 
employee, it is photocopied. All 
changes in the history of the policies 
must be hand or machine posted to 
these cards, as they occur. If data 
is wanted quickly from these records, 
the employee telephones to the file 
room, and the information is read 
over the telephone—otherwise the 
process of copying and transmitting 
the copy by messenger, takes hours 
and some cases days. Casualty and 
fire insurance companies have the 
same problem. The space taken by 
filing cabinets occupies entire floors 
of large buildings, and hundreds of 
clerks are employed in the large 
companies on file maintenance alone. 


Record Keeping 


In the automatic file maintenance 
of the future, all records will be kept 
in the form of magnetic impulses, 
except the “hard copy” such as the 
signed documents which must be 
retained in that form for legal pur- 
The data will be quickly 
available on a random access basis. 
For example, if a branch office in 
another city wants information on a 
policy, the number would be keyed, 
and a printed record automatically 
produced of the entire record or only 
that part wanted. Access time at any 
point would be a matter of seconds 
rather than of hours or days. The 
files would always be up-to-date, as 
any changes would be communicated 
to and automatically posted in the 
memory as soon as they occur. No 
records would be lost as the data 
could not be misfiled. The space 
saving would be enormous, as would 
the labor saving. All files would be 


poses. 
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concentrated into one large random 
access electronic memory. 

Utopia? Yes, but unfortunately 
electronics are not yet ready for a 
very large system of this nature, as 
far as the economies are concerned. 
Like in most business applications, 
a huge memory which is rapidly 
accessible, is required. The case of 
the large insurance company is next 
in size to the library, which would 
require even larger storage for a 
random access magnetic memory. 
A very large insurance company may 
have ten million policies. A coded 
record on each policy would require 
at least three hundred alphanumeric 
characters on the average. This 
would mean a storage device capable 
of retaining three billion characters 
with an access time in seconds (the 
largest available now is only a few 
million), and at low cost. “A major 
hope for the future is a computer 
which can be operated from the 
field,” says Mr. Slater. 


Economic Drawback 


This problem could be solved with 
magnetic tape, but the access time 
would be far too slow as it may take 
three minutes to locate data on a 
reel of tape—the price of such a 
large tape handler would not prove 
in economically. The eventual solu- 
tion may be an_ electro-chemical 
memory device working on the same 
principle as the human brain, which 
development is already in the labo- 
ratories of National Cash Register 
Company. 

As to the other functions of an 
insurance company, electronic com- 
puters are already being well applied. 
The first application of computers 
to insurance work was in the actu- 
arial field of life insurance. Another 
application is the automatic printing 
of premium and dividend notices on 
high speed printers (900 lines/min- 
ute), from punched card input. 
Most of the larger insurance com- 
panies are already using the existing 
giant brains, such as Univac and 
IBM 700 series, for accounting pur- 
poses. The insurance companies 
have given a lot of attention to 
electronic studies in the past decade, 
and the entire solution of all the 
problems such as automatic docu- 
ment reading as is now done in 
banks, is only a matter of time. 
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OFFICE PRIVACY 


A DESK PARTITIONER with an eight- 
een inch return has just been in- 
troduced by the Marnay Sales Divi- 
sion of Rockaway Metal Products 
Corp. This shorter return permits 
papers to be easily passed from one 
desk or employee to another, yet 
provides much-needed privacy for 
efficient desk work and telephone 
work. 

Designed to help expedite the flow 
of paperwork in busy departments, 
the units also give an organized look 
to busy, open areas (general offices, 
brokerage firms, insurance compa- 
nies, etc.) as they separate desks 


and create definite traffic lanes. 





As long as insurance companies 
continue to attack the Paperwork 
Monster from the batch-processing 
rather than the perpetual-inventory 
basis, they will hardly pierce his 
tough hide. It is natural that the 
trend has been to substitute elec- 
tronic computers for punched card 
machines, 
been 


and this has necessarily 
first logical step of the 
insurance company. However, the 
questions of automatically capturing 
data at point of origin as a by-prod- 


the 


uct of a necessary routine typing or 
key punching operation and of auto- 
matic data transmission directly into 
computers, are the next steps receiv- 


ing attention. In other words, the 
pre-computer area must now be 
considered in more detail. An 
count of this problem follows: 
Accounting in the office of the 
insurance company has been tradi- 
tionally on the off-line or batch proc- 
essing basis. This is mainly because 
the data processing equipment pre- 
viously available did not permit it 
to be done otherwise. With the new 
equipment, a shift to on-line or auto- 
matic accounting has been made pos- 


ac- 


sible, and the trend has now become 
apparent. <A distinction between 
“on-line” and “off-line” account- 
ing should be made as applying to 
a general principle and the same 
terms used within an electronic data 
processing system, to avoid confu- 
sion. The latter idea refers to opera- 
tion of, say, a printer from magnetic 
tape while the computer is busy on 
other work for example, while the 
former applies to a general concept 

it is the thought behind the auto- 
matic insurance company of the fu- 
ture where branches are connected 
to the home office computer. 

These are apparent to any ac- 
countant, as the perpetual inventory 
of data has many advantages. Infor- 
mation is always up to date, and 
can be interrogated at any moment. 
Auditing can be done on a 100% 
basis, rather than on a sampling 
basis as is the case with batch proc- 
essing of accounts. It 
bookkeeping in the true sense. In a 
small operation, on-line accounting 
on the perpetual inventory principle 
has been possible, but when the op- 
eration becomes large such a system 
was not feasible. The new equip- 
ment, such as Ramac, now makes 
on-line or automatic accounting pos- 
sible, as systems can be now engi- 
neered to accomplish this desidera- 
tum. It is mainly a question of cost, 
which will 
solve. 


is be it »kless 


technology eventually 


Batch Process Data 


In some lines of business, on-line 
accounting is essential, as in reserva- 
tions, for instance. Whenever there 
is a queue, the exact situation as to 
quantity of seats available on an air- 
plane or balance in a bank account, 
must be available even if it is kept 
on a manual basis. 
office, on the other hand, has time 
to batch process data as with a pay- 
roll which is made up once a week. 
In other words; insurance account- 
ing can be done on either an on-line 
or off-line basis, but an on-line or 
automatic system has many advan- 
tages. Mr. Slater is confident that, 
although such equipment improve- 
ments may be far off, still they will 
come—simply because they are 
needed. 


The insurance 


From Office Automation-Insurance, service pub 
lished by Automation Consultants, Inc. 
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Company Budget—from page 42 


to these questions comes the answer 
to how much we shall spend in first 
year for acquisition of new business. 


Use Figure 


Once having determined the 
amount to be invested in new busi- 
ness, we use this figure as the result 
to be obtained in our first year 
budget just as we had the answer in 
renewal before we started on the 
individual income and _ expense 
items. From a review of the past 
few years, we know the amount of 
cost per thousand for new business. 
This is the next figure to establish. 
Try to improve a little on last year. 
With the desired cost per thousand 
established it is simple to divide this 
into the total cost and see how 
much production we will get. Will 
that be satisfactory ? 

With the total cost, the cost per 
thousand, and the amount of pro- 
duction down in black on white, we 
are ready to estimate the individual 
income and expense items. Premium 
income is easy. We know our av- 
erage premium per thousand and 
we know how many thousands we 
are going to write. Commissions are 
a definite percentage of premiums. 


Format of Budget 


At this point let’s think of the 
format of the first year budget. 
There is only one principal income 
item—that is premium income. The 
expense items call for grouping. 
These are, policyholder benefits 
(reserve increase), field expense, 
agency home office and home office 
other. By this grouping we can make 
better comparisons of where our 
strengths and weaknesses lie. Field 
expense would include commissions, 
increase in agents’ balances, branch 
office (sales) expense, travel of 
agents, and any bonuses or allow- 
ances for general agents or branch 
managers. Agency home office would 
include the agency director’s staff 
expenses, including all of his control- 
lable expense items such as sales 
promotion and the like. Home office 
other would include underwriting, 
policy issue, and other expenses in- 
cident to home office acquisition 
costs. 
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By this method of grouping first 
year expense items we are in a good 
position to determine ratios for the 
purpose of comparison and to place 
responsibility for results, We can 
go further and analyze individual 
agencies as to how their field ex- 
pense compares with the company 
average. This gives the agency di- 
rector additional data with which 
to measure accomplishments. 


Subject to Comparison 


Since a budget is a forecast it 
should be subject readily to com- 
parison with the actual results. 
Therefore, it should bear the same 
format as the statement of opera- 
tions and be set side by side with 
this important statement. How fre- 
quently should this comparison be 
made ? Because of the difficulty of de- 
termining reserve liability and pre- 
miums due and deferred many com- 
panies consider it impractical to pre- 
pare operating statements monthly. 
It can be argued that one month’s 
statement of operation means little 
and that a minimum of a quarter of 
a year is necessary to establish any 
significant results. 


3e that as it may, the earlier a dis- 
parity between the desired and the 
actual is discovered the easier it is 
to correct. Therefore it is better to 
prepare monthly statements and es- 
timate reserve liability than not to 
be able to compare all the other in- 
come and expense items in a budget. 
It is not too difficult for an actuary 
to estimate reserves or even to de- 
sign a practical method of deter- 
mining reserves accurately for in- 
terim periods. 


Very Rewarding 


The development of an over-all 
company budget is not easy, but 
with a coordination of effort on the 
part of management and those re- 
sponsible for the detailed calcula- 
tions, the time spent will prove to 
be very rewarding in the furtherance 
of the growth and development of 
the company. Over a period of time 
as better estimating techniques are 
developed it becomes increasingly 
easy to forecast results with great 
accuracy. 


I ASA Interpreter. 


WOMEN'S ATTENDANCE 


ILLNESS-ABSENCE RATES FOR WOMEN 
improved in 1959 but the rates for 
men went up, according to /Ilness- 
Absences and Separations in 71 
Home Offices During 1959, the lat- 
est Special Release distributed by 
the Life Office Management Associ- 
ation. The survey covered 60,000 
female and 15,000 male home office 
employees of LOMA member com- 
panies. 

The seventh in an annual series of 
absence and separation surveys, the 
report shows that the average num- 
ber of illness-absence periods for 
women (3.16) was lower in 1959 
than in any of the preceding four 
years. (An “illness-absence period” 
is defined as the total duration of an 
absence, regardless of the number 
of days involved.) The average 
number of days women were absent 
due to illness in 1959 was 6.55; con- 
versely, the average number of ill- 
ness-absence periods for men (1.73) 
was higher in 1959 than at any time 
since 1955. The average number of 
days men were out sick in 1959 was 
4.05. 

The separation rate among the 
71 companies showed an increase 
over 1959; five out of six compa- 
nies reported increased separation 
rates for women last year over the 
1958 figures. In about two-thirds of 
the companies, the 1959 separations 
for men increased over the preceding 
year. 

The condition of the clerical labor 
market, the report explains, is one 
of the major factors influencing ill- 
ness-absence and separation rates: 
an abundance of jobs and a scar- 
city of employment applicants is 
likely to be a period of high turnover 
and increased absenteeism; simi- 
larly, when jobs are scarce and there 
is an abundance of job applicants, 
there is likely to be less job-hopping 
and decreased absenteeism. 

Participants in the survey antici- 
pated that there would be little 
change in the labor market during 
1960. Fifty-one companies foresaw 
no significant changes; fifteen com- 
panies disagreed, believing that there 
would be a tighter labor market this 
year ; and four companies anticipated 
that it would be less difficult to hire 
clerical employees in 1960 than it 
was in 1959, 
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JOSEPH M. GOLDSTEIN, MANAG- 
ER of Daniel R. Ehrlich & Co. 


THIS NATIONAL SYSTEM calculates 
the Broker’s Commission and posts 
5 essential records at one operation. 


A NATIONAL SYSTEM simplifies 
the analysis of Broker’s busi- 
ness by Class of Insurance. 


“Our two C@alional Accounting Machines 


return 100% annually 


on investment.’ ’—paniel R. Ehrlich & Co., Brooklyn, New York 


“Our National Accounting System 
has proved to be the best investment 
we've ever made. Here’s why: 

“First of all, our National Ac- 
counting Machines save us time. 
Example: In one fast posting op- 
eration, we complete these five basic 
records: policy register; broker’s 
ledger card; company accounts cur- 
rent; broker’s statements; and the 
cashier’s copy of broker’s statement. 
Previously, these five forms were 
hand-written in five different opera- 
tions. Our National Accounting Ma- 
chines can actually process these five 
forms in less time than it formerly 
took to do one form. 


“Next, our National Accounting 
Machines authenticate the accuracy 
of balance pickups before entries are 
made on the accounting records... 
which permits assurance that our in- 
formation is correct at all times. 

“Our National System saves us so 
much money that our two National 
Accounting Machines return their 
original cost to us every year.” 


paper 


Manager 
of Daniel R. Ehrlich & Co. 


THE NATIONAL CASH REGISTER COMPANY, Dayton 9, Ohio 


1039 OFFICES IN 121 COUNTRIES * 76 YEARS OF HELPING BUSINESS SAVE MONEY 


Your business, too, can benefit from the 
many time- and money-saving features 
of a National System. Nationals pay 
for themseives quickly through savings, 
then continue to return a regular year- 
ly profit. National’s world-wide service 
organization will protect this profit. 
Ask us about the National Mainte- 


nance Plan. (See the yellow a 


pages in your phone book.) 
*TRADE MARK REG. Uo 5. PAT. GFF 


ADDING MACHINES + CASH REGISTERS 
ELECTROMIC DATA PROCESSING 
wee paper {No Cannon Requinen) 
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A 


DIRECTORY 


Current literature and prices on any of the following products and services may be had without 
obligation, from selected manufacturers. We will also obtain any available information on items not listed. 


te CABINETS 
. Card File 
: Fibre Board 
3. Insulated 
4. Metal 
5. Micro 
144. Mobile Storage Systems 
142. Open Shelf Files 
. Portable 
. Rotary 
. Stencil 
. Tabulating Card 
. Visible 
10. Wooden 


FILING SUPPLIES 
129. Cards 
11. Fasteners 
12. Folders 
13. Index Tabs 
14. Supports 


LOSS PREVENTION 
140. Burglary Alarms 
97. Fire Extinguishers 
63. Fire Protection Service 
98. First Aid Kits 
112. Floor Polish (Non-Slip) 
138. Safety Equipment 
128. Salvage Services 
125. Truck Alarm Systems 
141. Watchman's Clocks 


MACHINES, ACCOUNTING 
15. Adding 
16. Billing 
17. Bookkeeping 
18. Calculating 





September 1940 


Best's Insurance News 
75 Fulton St., New York 38, N. Y. 
Please forward complete information 
and prices on the items checked. 
ee | 8 
PK Seeker : 
ee pass ek 
No. _- ae 
Sei 


PE ID scisitinscdeSinensterclénantceaiie 
Attention of ~___ 
Position ~--__- 


Firm Address 
eee 











56 


109. Payroll 
145. Punched Tape Equipment 
19. Tabulating 
MACHINES, MAILING 
20. Dating Stamps 
21. Envelope Sealers 
22. Mail Openers 
23. Postal Meters 
24. Postal Scales 
118. Sorters 
106. Time Stamp 


MACHINES, REPRODUCING 
25. Composing 
26. Direct Copying 
27. Duplicating 
28. Micro-Filming 
29. Mimeograph Slip Sheet 
136. Typewriter, Automatic 
30. Typewriter, Electric 
31. Typewriter, Manual 


MACHINES, MISCELLANEOUS 

32. Addressing 

33. Checkwriting 

150. Collators 

34. Dictating 

35. Intercommunication 

139. Paper Folding 

36. Stapling and Fastening 
OFFICE ACCESSORIES 

38. Ash Trays & Stands 

105. Bulletin Boards 

39. Cash Boxes 

40. Chair Cushions 

41. Currency Trays 

42. Desk Lamps 

43. Desk Pads 

44. Desk Trays 

45. Drawer Trays 

46. Moisteners 

47. Name Plates 

48. Pen & Ink Sets 

49. Waste Baskets 
OFFICE FURNITURE 

50. Air Conditioners 

51. Bookcases 

143. Bookstands 

52. Cabinets 

53. Chairs 

134. Costumers 

54. Desks 

55. Fluorescent Lighting 

108. Incandescent Lighting 

56. Matched Suites 

57. Safes 

89. Stands, Typewriter 

58. Stools 

59. Tables 

60. Wardrobes 


PAPER 

119. Card Index 

120. Duplicator 

70. Envelopes 

135. Labels 

121. Letterhead 

122. Policy 

123. Ledger 

137. Photocopying 

124. Thin (Copy) 

102. Visual Policy Jackets 
SALES AIDS 

132. Advertising Blotters 

116. Advertising Specialties 

149. Audio-Visual Projection 

103. Birthday Cards 

117. Display Material 

104. Greeting Cards 

100. Promotional Gifts 

66. Sales Incentives 
ene 

Accounting System 

rh Computer Centers 

127. Filing Systems 

64. Office Planning 

115. Photocopying 

65. Record System 

146. Sound Reproduction 


SUPPLIES, GENERAL 

68. Business Forms 

69. Duplicating Supplies 

71. Erasers (Specialized) 

72. Loose Leaf Systems 

73. Marking Devices 

75. Paper Perforators 

76. Pens 

77. Pencils 

81. Staple Removers 
SUPPLIES, TYPEWRITER 

83. Copyholders 

85. Justifier 

86. Line Indicator 

87. Pads 

88. Ribbons & Carbons 
TELEPHONE ACCESSORIES 

90. Cord Cover 

91. Holder 

92. Index 

94. Silencer 

95. Stands 
MISCELLANEOUS 

131. Accident Diagramming 

130. Building Evaluation 

147. Emblems and Awards 

126. Endorse & Cancel Calculators 

99. Leather Goods 

114. Policy Wallets 

148. Signs 
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Buyers’ 


Is 


H. J. GINSBURGH 
Senior Vice-President 
American Mutual Liability 


CANNOT EVEN PRETEND to tell how 
| te find bargains in casualty in- 
surance. [I doubt whether there is 

thing, anyway. Top- 
heavy inventories are never built 
up in the insurance business, to be 
disposed of for whatever the market 
will bring. 


any such 


However, it might be helpful in 
judgment on the price presented if 
we were to consider the purposes 
of the procedures, and the principles 
on which those prices are formed. 
What I will try to do, therefore, is 
to examine the rationale as well as 
the method of casualty insurance 
price determination. The discussion 
will necessarily be quite general, 
though with some particular applica- 
tions. Before we finish I may offer 
some guides and cautions. You may 
even admonitions 
cautiously inserted here and there. 


discern some 


Proper Terminology 


suits 
our purpose in discussing casualty 
insurance pricing, let’s use the con- 
venience of insurance terminology— 
“rate” as the price per unit of ex- 
posure, and “premium” as_ total 
price for the entire exposure covered 
under an insurance policy. 

The problem of price determina- 
tion in casualty insurance is essen- 
tially one of rate making. We shall 
however, that certain results 
sought in fitting the price to the risk 
are achieved by operating on the pre- 
mium. This is particularly true in 
dealing with the provision for the 
insurer’s expenses as distinguished 


Incidentally, whenever it 


see, 


from the losses to be covered. 


For September, 1960 


Table 


the Price Right? 


It has been said (in the book In- 
surance by Mowbray and Blanch- 
ard) that “the ideal rate is one that 
produces from each large group of 
risks of the same quality exactly 
enough income to insurers to meet 
the insurance losses and expenses 
attributable to the group, and in ad- 
dition whatever margin is ‘reasona- 
ble’ for the insurers covering these 
The rate aims for 
this ideal. After all, however, he is 
making rates for the future, not for 
the past—for what is to come, not 
what has gone 


risks.” maker 


for what is to be ex- 
pected, not what has been realized. 
Thus his job is to set a value for 
expected costs, both for losses and 
for expenses. 

He first determines the expected 
loss per unit of exposure. In casu- 
alty insurance generally, and in 
workmen’s compensation and lia- 
bility insurance in great detail, this 


is done statistically—that is, on the 


There are no bargains 


basis of past actual loss experience. 
loss of a given insured increases. 
The record of actual losses arising 
out of a given volume of exposure 
in the recent past is taken to measure 
the probability of loss to be expected 
out of a similar volume of exposure 
in the future. 

To the provision for expected loss 
per unit of exposure is added an 
amount to cover the insurer’s ex 
penses, taxes, and a reasonable mar- 
gin for contingencies or profit. The 
result, generally speaking, is the rate 
per unit of the exposure being dealt 
with. The total basic allowance for 
expense, taxes, profits and contin- 
gencies is usually added in fixed 
proportion to the expected loss. 


A Uniform Percentage 


Thus, in all rates for a given line 
of insurance, the provision for ex- 
pected loss will be a uniform percent- 
the total rate. Conversely, 
the complement of this percentage 
will represent in all rates the pro- 
vision for all elements other 
expected loss. 


age ol 


than 
For example, the 
rates for a particular line of insur- 
ance may be so made that 60% of 
each rate per unit of exposure con- 
stitutes the provision for expected 
and the remaining 40% con- 
stitutes the provision for all other 
elements of cost as well as profit and 
contingencies. 


loss : 


Perhaps I should point out here 
that what I have been saying per- 
tains to the rate, or wnit price. In 
some circumstances, such as in work- 
men’s compensation insurance, it can 
be shown that some elements of ex- 
pense will decrease in proportion 
to expected loss as the total expected 
loss of a given insured increases. 


(Continued on the next page) 





Is the Price Right?—Continued 


This condition is recognized through 
the application of so-called expense 
to the premium computed on the 
discounts to the premium computed 
on the rates. The result is that the 
provision for expected loss consti- 
tutes a higher percentage of the final 
premium than it did of the rate. 
For example, let us assume a 
workmen’s compensation rate of 
which 60% represents expected loss 





THE TOWER’'S 
FIDELITY AND 
SURETY BONDS 


The Tower Insurance Group com- 
panies specialize in Judicial .. . 
Public Official 
Permit 


License and 
offering facilities 
which enable the Agent to cut 
the “red tape” out of the Bond 
business by providing (1) simpli- 
fied forms . (2) competitive 
rates . . . (3) fast and efficient 


service. 


The Tower's Bond Program will 
enable you to gain the inside 
track on the lucrative Bond busi- 
ness in your area. 


For further information write Agency 
Sales Department, Tower Insurance 
Group, Battle Creek, Michigan. 

Members of The Tower , 
Insurance Group— a Pron, 
Wolverine Insurance Co., + 

Secured Insurance Co., s TOW | 
Riverside Insurance 3 1] 

Co. of America, Federal § insu NCE ° 
Life & Casualty Co. . \ Py 
Sones ° ane 











and 40% represents expense and 
other elements. This rate applied 
to the total exposure of a particular 
insured produces, in trade parlance, 
his “standard” premium. The latter, 
of course, provides for expected loss 
and expense in the same proportions 
as were in the rate—namely, 60% 
and 40%. It is of a size, however, 
to call for application of a 10% pre- 
mium size discount—that is, ten per- 
centage points of the original forty 
are remitted to the insured. The 
result is that, in the final or dis- 
counted premium which he pays, 
expected loss accounts for 6624% 
and all other elements for 334%, 
instead of the 60% and 40% of the 
unit rate structure. And thus the 
price for him, still completely on an 
“expected cost” basis, becomes more 
nearly “right.” 

I have used the term “unit of 
exposure” as the unit for which a 
rate is determined and the unit to 
which the rate is applied to deter- 
mine the premium for an insured. 
When you encounter a price of $1.50 
per pound of meat, of eighty cents 
per dozen of eggs, you can see that 
the unit in terms of which the price 
is quoted does measure the quality 
of whatever is being sold and bought. 
You might even have the same feel- 
ing about a price of fifty cents per 
$100 of fire insurance. 

But some of you may have 
wondered at times just why rates 
are quoted for some kinds of insur- 
ance per $100 of payroll, for others 
per $1000 of sales, or one hundred 
square feet of area, or per $100 of 
receipts, and so on. How, you may 
think, do such units measure the 
amount of insurance ? 


Expected Loss 


Well, in a strict sense they do not. 
What they do measure is the ex- 
posure to probable cost—expected 
loss, if you will. The choice of a 
standard unit of exposure for a par- 
ticular kind of insurance is not a 
merely arbitrary matter. On the con- 
trary, the unit is usuaiiy established 
on beth theoretical and practical 
grounds. In general, the unit of ex- 
posure for calculating premium 
should be such as to bear some direct 
relationship to the probable losses, 
and should also be such as to be ob- 
tainable readily from inspection, or 


from the records of the insured him- 
self. 

For example, as to workmen’s 
compensation insurance, payroll is 
proportional to the time worked and 
thus to the time of exposure to ac- 
cident; and benefits are set usually 
as percentages of wages. Therefore, 
losses will bear a definite relation- 
ship to payroll. Moreover, payroll 
records are kept by practically every 
employer, small or large. He has 
to keep them not only for his own 
cost records, but also for tax pur- 
poses. Because of relationship to 
losses and practicability of deter- 
mination, the basic unit of exposure 
for workmen’s compensation insur- 
ance is $100 of payroll. Analogous 
considerations have led to the choice 
of the exposure unit, or premium 
base, as it is sometimes called, in 
other kinds of insurance. The unit 
of exposure used in an insurance 
pricing structure can be a material 
element in fitting premium to risk— 
in seeing to it that the price is right. 


Individual Rates 


So far I have talked about the 
general characteristics of casualty 
insurance rates and premiums. Let’s 
consider now the setting of a rate 
for an individual insured—for your 
risk, if you will. Our concern will be 
with the principles underlying the 
assessment of expected loss and thus 
the determination of the rate. Let 
me use workmen’s compensation 
insurance as the basis for discussion, 
for in the price-setting processes of 
this line the points involved are 
fairly clear-cut. Procedure will be 
different for other lines of insurance, 
and even for workmen’s compen- 
sation will vary state by state. The 
objectives and the principles, how- 
ever, will be the same. 

The basic rate set for an indivi- 
dual insured is of course the classi- 
fication rate. This is the average rate 
for all risks in the class; or it might 
be called the rate for the average risk 
of the class. And if the exposure of 
that individual risk is not large 
enough for its past loss experience to 
be a reliable indication of its future 
experience, the classification rate is 
the final rate. On the other hand, the 
larger the exposure of the individual 
risk as measured by its expected los- 
ses, the greater the credence that can 
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be and is given to its own loss expe- 
rience as a measure of probable fu- 
ture variation from the average. 
This is done through the process of 
experience rating the individual risk. 
It is more than likely that experience 
rating is used to determine the work- 
men’s compensation insurance rate 
for the companies. 


Analysis of Principles 


I will not attempt to give a long 
and detailed exposition of compen- 
sation insurance classification rate 
making or of experience rating. In- 
stead I will try to present, in as non- 
technical a fashion as I can, some 
analysis of principles underlying the 
practices involved in fitting the price 
to the risk. 

Since compensation laws differ 
state from state, compensation insur- 
ance classification or manual rates 
are made state by state. The process 
is essentially one of using the record 
of actual payrolls and losses in each 
classification during a period of the 
recent past to determine an expected 
loss per unit of payroll for the im- 
mediate future. The period varies 
from two years in some states to five 
in others, such as Pennsylvania and 
New Jersey. Refinements in the pro- 
cedure are designed to produce the 
closest practicable measure of ex- 
pected loss per unit of payroll for 
each classification. 

For example, chance fluctuations 
in loss experience are dampened 
down, and thus violent changes in 
classification rates are avoided. Any 
element of the loss experience used 
which has been subject to a measur- 
able factor of change, such as, for 
example, an amendment to the com- 
pensation act, is appropriately modi- 
fied. The expected loss per $100 unit 
of payroll is called the “pure pre- 
mium” element of the final rate. To 
the “pure premium” for each clas- 
sification there is added the provision 
for expenses, taxes and a margin 
for profit and contingencies. This 
provision, as mentioned earlier, is 
in a uniform proportion to the “pure 
premium” for all classifications. It 
is thus a uniform percentage of the 
final rate. 

In general, the expected loss of 
pure premium element of a work- 
men’s compensation classification 
or manual rate constitutes about 
60% of the rate, leaving about 40% 

(Continued on the next page) 





THE 3 KINDS OF GARAGE AND 
SERVICE STATION INSURANCE 
Are you selling al! three? 


EVERY automobile dealer, every garage, every service station 
needs three special kinds of insurance protection: (1) Garage 
Liability Policy, covering third party liability; (2) Garage 
Keeper’s Legal Liability—an endorsement that covers legal 
liability for customers’ property; (3) Automobile Dealer’s 


form—protection against loss to dealer’s own property. 


Here is a field worth looking into. Write to 
us if you are interested, and a qualified rep- 


° ° ° ° ° You ndependent 
resentative will call and discuss it with you Soul | AGENT 


in detail. cseevny/ zoe frase 


THE OHIO CASUALTY 
INSURANCE COMPANY 


HOME OFFICE—HAMILTON, OHIO 


Home Office Department: Aurora, Iil., Chicago, Cincinnati, Cleveland, Columbus, Dallas, Dayton, 
Denver, Des Moines, Detroit, Grand Rapids, Greensboro, N. C., Indianapolis, Kansas City, Lansing, 
Mich., Louisville, Milwaukee, Minneapolis, Oklahoma City, Orlando, Fla., Toledo, South Bend, Ind., 
Springfield, III. Eastern Deparment, 17th Floor, Broad-Locust Bidg., Philadelphia 2: Baltimore, Haddon 
Hts., N. J., Harrisburg, Newark, Philadelphia, Pittsburgh, Scranton, Washington. Pacific Department, 
208 W. 8th St., Los Angeles 14: Compton, Fresno, Inglewood, Long Beach, Los Angeles, No. Holly- 
wood, Oakland, Pasadena, Portland, Riverside, San Diego, San Francisco, Seattle. 





OFFiciPY 
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WE CARRY THE BALL 


Harleysville offers a full line of coverages: auto, homeowners, 
CPL, fire, theft and many others. It reinforces this line with a 
full series of newspaper ads in key areas. It backs up your selling 
techniques with a battery of folders and letters. It helps you with 
professional field service and prompt claims payment. And when 
cost blocks you, Harleysville supplies the winning play with a 
meaningful, sales-clinching deviation. We know the moves in the 
game of building agency volume. Care to play on our team? 


Let’s schedule a meeting. 


INSURANCE hth PA. 


HARLEYSVILLE MUTUAL CASUALTY CO. 
HARLEYSVILLE MUTUAL INSURANCE CO. 
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If you have clients 


IN PUERTO RICO 


you can handle their insurance 


For details write to 


OMPANIA 
RRION INC. 


. BOX 1232, SAN JUAN, PUERTO RICO 
General Agents for: 


AETNA INSURANCE CO. e AMERICAN EMPLOYERS’ INS. CO. 
AMERICAN MOTORISTS INSURANCE COMPANY 
CONNECTICUT GENERAL LIFE INS. CO. ¢ CONTINENTAL CAS. CO. 
GREAT AMERICAN INS. CO. e ST. PAUL FIRE & MARINE INS. CO 
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Is the Price Right?—Continued 


for all other elements, including the 
margin for profit and contingencies, 
which is usually 2.5%. To round 
out the picture I should mention that 
the sum of one cent is added to 
each rate as a catastrophe “loading.” 
Catastrophies such as an exlosion, 
a collapse or a fire, injuring or kill- 
ing many employees, can strike in 
almost any industrial classification 
from offices to clothing factories to 
food processing, and so on. They 
are fortuitous and infrequent, and 
thus no indication of normal ex- 
pected loss in any specific classifi- 
cation. 

Therefore all loss from any one 
accident which is in excess of a pre- 
determined limiting amount is not 
charged to the classification in which 
the accident occurred. Instead it is 
spread over all classifications 
through the medium of the one-cent 
catastrophe loading. The limiting 
amount is usually twice the average 
cost of a death or permanent total 
injury in the state. 

At this point we have gone 
through a very sketchy and broadly 
stated description of the making of 
a workmen’s compensation manual 
or classification rate. Such a rate 
is fitted as closely as it practicably 
can be to the average risk in the 
classification. But just as various 
classifications in industry differ one 
from another in their accident haz- 
ards, so individual risks within a 
given class will vary widely from the 
average of their class. This varia- 
tion is measured by the process of 
experience rating, in order that it 
may be recognized in determining 
the proper price for insuring the 
individual risk. 


Experience Rating 


I shall now discuss the objectives, 
theories and processes of experience 
rating, but in broad terms only. 
Much of what I may say will be strip- 
ped of technically necessary qualifica- 
tions, and therefore technically in- 
exact. But I am concerned with put- 
ting before you not procedures, but 
principle and rationale. 

In the simplest terms, experience 
rating may be said to be the deter- 
mination of a rate for an individual 
risk as the weighted average of the 
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class rate for that risk, and of the 
rate indicated by the risk’s own 
experience during a given period in 
the recent past. The weight given to 
the risk’s own indicated rate is the 
credibility. To say, for example, 
that a risk’s experience has 40% 
credibility means that the risk’s ex- 
perience-adjusted rate will be the 
sum of 40% of its own indicated rate 
and 60% of the class rate. Thus, if 
the indicated rate were $1.00 and the 
class rate were $.80, the adjusted 
rate would be 40% of $1.00 plus 
60% of $.80, or $.88. 


Credibility 


The credibility is the evaluation 
of the reliability of past experience 
as an indication of the future—of the 
chance of past experience repeating 
itself. The larger the risk in terms of 
expected loss, and therefore the 
larger the exposure on which the 
laws of probability may operate, 
the more likely it is that the past 
experience represents the true prob- 
ability of loss, and therefore the 
larger the credibility. Relatively 
simple methods or formulae have 
been developed for the determination 
of credibility; but these have their 
roots in the mathematical theory of 
probability and are outside the scope 
of our discussion. 

In experience rating practice, 
credibility is applied to losses. The 
risk’s credibility is applied to its own 
actual losses, and the value equal to 
1.00 minus the risk’s credibility to its 
expected losses. The latter are the 
losses provided for by the pure pre- 
mium portion of the class rate if 
applied to the risk’s own payrolls. 
The sum of the two amounts thus 
obtained is the risk’s adjusted losses. 
The ratio of those to the expected 
losses gives the modification of the 
class rate appropriate for the risk. 
So much for the broad picture of 
what happens in experience rating. 

I come now to an aspect of com- 
pensation experience rating which 
I consider of great importance in 
many instances of casualty insurance 
price determination. I will discuss 
it at some length, for it may have 
considerable significance. In the as- 
sessment of the validity of past ex- 
perience as an indicator of the true 
hazard of the individual _risk- 
specifically, in the assignment of 
credibility to the risk’s own losses 

(Continued on the next page) 





DO YOUR 
PROSPECTS 
COMPLAIN: 


“INSURANCE 





COSTS TAKE - 
TOO BIG, 


K.. Peis youR ANSWER! 


K. I. P. is the Kemper Insurance Plan for budgeting premiums 
on monthly installments available to both commercial risks and 
individuals. When a prospect complains about the high cost of 
insuring, you can point to this businesslike way of paying pre- 
miums (with a low, low service charge! ). 

You'll like K.I.P. too. The plan was designed especially with the 
agent in mind. It is easy to understand and use. Plans even can 
be set up over the phone. And almost no office detail is required! 


Here’s what K.I.P. can do for you: 
1. Help you obtain new accounts. 
2. Help you hold old business. 
3. Make it easier to ‘‘trade-up”’ present policies. 


Remember, your clients are accustomed to monthly pay plans. 
They will appreciate the opportunity to pay insurance premi- 
ums this way too. Be sure you’re the one to offer such a plan to 
them. 


The Kemper Insurance Plan is only one of the many advantages 
of representing a Kemper Insurance company. For information, 


write: Agency Production Department, Home Office, Chicago 
40. 


LUMBERMENS MUTUAL CASUALTY COMPANY 
AMERICAN MOTORISTS INSURANCE COMPANY 
AMERICAN MANUFACTURERS MUTUAL INSURANCE COMPANY 
FEDERAL MUTUAL INSURANCE COMPANY 


divisions of CKEMPER) Chicago 40 








Is the Price Right?—Continued 
—certain characteristics of losses 
must be considered. 

In the first place, before there is 
a loss there must be an accident. 
Something must have happened to 
cause an injury. In the second place, 
once the accident has occurred, the 
degree of injury and therefore the 
amount of the resulting loss is to a 
considerable degree a matter of 
chance. This second point may be 
illustrated by an example. Assume 
three identical plants, in each of 
which a small amount of grease has 
been spilled in an aisle and has not 
been removed from the floor. In the 
first plant, a man slips on the grease, 
falls and merely bruises his hip. A 
medical cost of $15 is the only loss 
which results from the accident. 
In the second plant, a man slips on 
the grease, falls, has his arm bent 
under him and breaks his wrist. The 
resulting compensation and medical 
cost is $600. In the third plant, a 
man slips on the grease, falls, strikes 
his head on the floor and fractures 
his skull. The total loss resulting 


from the accident is $6000. The 
condition which caused the accident, 
the hazard, is exactly the same in all 
three plants. The variation in a- 
mount of loss for each accident is 
a matter of chance. 

Let me illustrate the significance 
of what I have just said by another 
example. Assume two plants, per- 
forming identical operations, each 
employing the same number of men 
for the same payroll. In the period 
of a year, the first plant has ten ac- 
cidents, each resulting in a loss of 
$600, producing total losses of $6000. 
In the same period the second plant 
has only one accident, resulting in 
a loss of $6000. Each of the ten 
accidents in the first plant might 
have produced a loss of $6000. The 
one accident in the second plant 
might have produced a loss of $600. 

Here we have two plants with 
identical operations and payroll, each 
with total losses of $6000 for the 
year. But which is the safer plant, 
which the more hazardous and more 
likely to have losses in the future? 
The answer is obvious. Other things 
being equal, any underwriter would 


prefer to insure the second plant 
rather than the first; any under- 
writer would be willing to insure 
the second plant for a lower rate 
than he would want for the first. 

The significance of what I have 
been discussing is this—that when, 
to price an individual risk, we ex- 
perience-rate it by comparing its own 
actual with the losses for 
which the class rate is designed to 
provide out of the same exposure 
(the “expected” losses), we should 
look not alone at the sum total of 
We must consider the com- 
position of the total losses—whether 
they arise from few or many ac- 
cidents relative to the exposure and 
what the loss resulting from each 
accident was. The primary signi- 
ficance of each individual loss in the 
risk’s experience is that it indicates 
the occurrence of an accident, or 
some cause of loss. Once the ac- 
cident has occurred the amount of 
the loss which results is to a large ex- 
tent a matter of chance. 


losses 


losses. 


Small losses are much more fre- 
quent than large losses. The prob- 
ability is very high, for example, 
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that the loss resulting from a given 
accident will be at least $10. The 
probability is lower that it will be as 
much as $100, considerably lower 
that it will be as much as $1000, and 
so on as the amount rises. Thus the 
chance that a small individual loss 
will be reproduced in future ex- 
perience is high, the chance that a 
large individual loss will be repro- 
duced much lower. 

Therefore, in giving credibility 
to the past losses of a risk in deter- 
mining a rate for the future, we 
might assign one degree of credi- 
bility to small losses, and a lesser 
degree of credibility to the large 
individual losses. Or, since each in- 
dividual loss, small or large, re- 
presents the occurrence of an acci- 
dent, we might give a higher degree 
of credibility to the first $500, say, 
of each loss, and another lesser de- 
gree of credibility to the balance of 
any one loss above that first $500. 

In various ways, this is what is 
done in the experience rating proc- 
ess. Such a distinction between the 
degree of weight or credibility given 
to some moderate portion of an in- 
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dividual loss and the degree of credi- 
bility given to the balance over that 
portion of an individual loss tends 
to place emphasis on the occurrence 
of an accident rather than on the 
large amount of loss that may have 
resulted from it. 

It must be borne in mind that 
severity of accident—that is, amount 
of loss—is not without some signi- 
ficance in appraising hazard. How- 
ever, in the experience of a single 
risk, the pure chance element is 
much greater with respect to sever- 
ity than with respect to frequency 
of accident. Only as the exposure of 
an individual risk, as measured by 
its expected losses, becomes quite 
large does the frequency of large 
losses in its experience become 
great enough for them to be given 
any considerable weight. 

I have spent considerable time on a 
single point. I did so because it seems 
to deal with a fundamental prin- 
ciple which runs through the proc- 
ess of casualty insurance price de- 
termination, whether that process be 
highly formalized and detailed as in 
workmen’s compensation insurance, 


or an individual application of an 
underwriter’s informed judgment. 
What is its significance ? 

One obvious corollary is the im- 
portance of loss prevention. Broadly 
speaking, no accident, no loss, lower 
price. But as you are concerned with 
the validity of price, I hope I have 
helped you to pass better judgment. 
You may on occasion feel that a rate 
is not in line with the loss experience 
of your risk. Consideration of the 
composition and nature of that loss 
experience, as well as its total a- 
mount, may disclose that the rate was 
more right than first appeared. 

It should also be remarked that 
except in rare instances the placing 
of an individual risk in the proper 
classification is a matter of impor- 
tance. The class rate is the point of 
reference in experience rating, and 
together with the risk’s own expo- 
sure the class rate determines the 
risk’s expected losses and thus the 
credibility to be given to its own 
experience. Of course if the risk is 
not large enough to qualify for ex- 
perience rating, the class rate itself 


(Continued on page 68) 

















JOHN W. STEWART 
Manager 
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SK ANYONE, FRIEND OR STRAN- 
nal “Would you like to buy 
$10,000 of Life Insurance protection 
for a mere $4.00 a year?” They will 
automatically catalogue you as hav- 
ing too much to drink, but their 
curiosity will give you the opportu 
nity to explain the Death, Dismem 
berment and Disability Endorsement 
that attaches to a Family Auto Pol 
icy.—For some agents the key to 
writing new auto policies, against 
strong competition of every descrip- 
tion. that 
when fully explained, will sell itself. 


This is one coverage, 


Coverage A—Death Indemnity: 
Pays the principal sum stated in the 
schedule in the event of the death of 
the insured shall result directly and 
independently of all other causes; 
from bodily injury caused by acci- 
dent and sustained by the insured 
while in or upon or while entering 
into or alighting from, or through 
being struck by an automobile, 
provided the death shall occur (1) 
within ninety days after the date of 
the accident, or (2) within fifty-two 
weeks after the date of the accident 
and during a period of continuous 
total disability of the insured for 
which weekly indemnity is payable 
under the Total Disability Coverage. 


Coverage B 
Benefits: 

(1) Dismemberment and loss of 
sight benefits. 


Specific Disability 
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Door Opener 








(2) Fractures and dislocations 
benefits, 

Pays the highest applicable amount 
stated in the following tables for loss 
as enumerated therein, in the event 
of bodily injury, caused by accident 
and sustained by the insured while 
in or upon, or while entering into 
or alighting from, or through being 
struck by an automobile, provided 
loss under Table I be sustained by 
the insured within ninety days from 
such accident. 

As respects any insured, (1) any 
amount for which the Company is 
obligated or has made payment under 
this Coverage B shall apply in reduc- 
tion of any amount for which the 
Company is obligated under Cover- 
age A of this Endorsement; (2) 
payment of the principal sum shall 
terminate all obligation of the Com- 
pany under Coverages A and B of 
this Endorsement. 

“Loss” shall mean, with regard to 
hands and feet, actual severance 
through or above wrist or ankle 
joints; with regard to eyes, entire 
and irrecoverable loss of sight; with 
regard to thumb and index finger, 
actual severance through or above 
metacarpophalangeal joints. 


Coverage C 


Coverage C—Total Disability: Pays 
weekly indemnity at the rate stated 
in the schedule for the period of con- 
tinuous total disability of the insured 
which shall result directly and in- 
dependently of all other causes from 
bodily injury caused by accident and 


sustained by the insured while in or 
upon or while entering into or alight- 
ing from, or through being struck by 
an automobile, provided (1) such 
disability shall commence within 
twenty days after the date of the 
accident and (2) any disability dur- 
ing the period of fifty-two weeks 
from its commencement shall be 
deemed total disability only if it shall 
continuously prevent the insured 
from performing every duty per- 
taining to his occupation and (3) 
any disability after said fifty-two 
weeks shall be deemed total disability 
only if it shall continuously prevent 
the insured from engaging in any 
occupation or employment for wage 
or profit. 


Declaration 


The named insured declares with 
respect to each person designated in 
the schedule as an insured for Cover- 
age C that (1) such person is en- 
gaged in a remunerative occupation ; 
and (2) the sum of the weekly in- 
demnity afforded by this insurance 
and by all personal accident insur- 
ance carried by such person is not 
more than two-thirds of his average 
weekly earnings during the past 
twelve months. 

This insurance does not appy: 


(a) to bodily injury or death sus- 
tained in the course of his occupation 
by any person while engaged (1) in 
duties incident to the operation, 
loading or unloading of, or as an 
assistant on, a public or livery con- 
veyance or commercial automobiles, 

(Continued on page 66) 
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A lion trainer’s profession is certainly a hazardous one. But, if you want Accident and Health 
Insurance for a lion trainer, we’ll write it just as quickly as we will for the man whose greatest 
danger is the dogs along his route. 

See your nearest Continental Agent or Branch Representative for complete information on 
any of our A & H products—Loss of Income . . . Hospital . . . Medical . . . Accidental Death 
. .. Travel, etc. Individual and Group coverages are available for Ordinary and Impaired Risks 


and people Over 65. 


A Member of the 
For A&H agency appointments, write to: CONTINENTAL-NATIONAL 
AGENCY DEPARTMENT GROUP 


Continental Casualty Company Jo gveteecc” 


National Fire of Hartford 
Transportation Insurance Company 


310 SOUTH MICHIGAN AVENUE, CHICAGO 4 


Transcontinental Insurance Company 








MARKET 
TROUBLE 


We don’t have a market to 
insure a Swiss mountain 
climber—but we DO provide 
an inexhaustible market for 
your unusual . . . hazardous 
. - - hard-to-place risks . . . 
including: 

@ FIRE 

@ EXCESS LINES 

@ SURPLUS LINES 

@ TRAMPOLINE CENTERS 

e 


Etc., efc., etc. 


HOMER BRAY SERVICE, INC. 
1633 Central Street 
Evanston, Illinois 
DAvis 8-9600 
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HOMER BRAY SERVICE, INC. 
1633 Central Street, Evanston, Illinois 
Send me complete information 
on the following risk coverages: 
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or (2) in duties incident to the re- 
pair or servicing of automobiles ; 

(b) to loss caused by or resulting 
from disease except pus forming in- 
fection which shall occur through 
bodily injury to which this insurance 
applies ; 

(c) to suicide, sane or insane, or 
to any attempt thereat ; 

(d) to injury or death due to war, 
whether or not declared, civil war, 


Tables Applicable Under 
Coverage B 


TABLE I 


For Loss of: 


Both Hands or Both Feet or Sight of Both Eyes 


One Hand and One Foot 


Either Hand or Foot and Sight of One Eye 


Either Hand or Foot 
Sight of One Eye 
Thumb and Index Finger of Either Hand 


TABLE II 


For Fracture of Bones: 


Skull (except bones of face or nose) 
Thigh 

Arm (between elbow and shoulder) 
Pelvis (except coccyx) 


Vertebra or Vertebrae (except coccyx and 


vertebral processes) 

Shoulder Blade 

Leg 

Knee Cap 

Collar Bone 

Forearm (between wrist and elbow) 
Foot (except toes) 

Hand (except fingers) 

Sternum 

Lower Jaw (except alveolar process) 
One or more Ribs, Fingers or Toes 
Bones of Face or Nose 

Coccyx or Vertebral Processes 


For Complete Dislocations : 


Hip Joint 

Knee Joint (except patella) 

Bone or Bones of Foot (except toes) 
Ankle Joint 

Wrist Joint 

Elbow Joint 

Shoulder Joint 

Bone or Bones of Hand (except fingers) 
Collar Bone 

One or More Fingers or Toes 


For Loss by Removal: 


Of one or more entire Toes 


Of one or more Fingers (at least one entire phalanx) 


For a Hospital-confining injury, except as an outpatient 25.00 


insurrection, rebellion or revolution, 
or to any act or condition incident 
to any of the foregoing. 

The Death, Dismemberment and 
Disability Endorsement is not new; 
however, you will find very few 
people who are familiar with it as 
the first thought in the mind of a 
majority of agents is trying to sell 
Automobile Bodily Injury and Prop- 
erty Damage. 

The next time the opportunity 
arises, explain it. 


If Applicable 
Principal Sum 
is $5,000. 


If Applicable 
Principal Sum 
is $10,000. 


$5,000. 
5,000. 
5,000. 
2,500. 
1,750. 
1,250. 


$10,000. 
10,000. 


If Applicable 
Principal Sum 
is $5,000.00 


If Applicable 
Principal Sum 
is $10,000.00 


175.00 
150.00 
150.00 
125.00 


125.00 


350.00 
300.00 
300.00 
250.00 


250.00 
200.00 
200.00 
200.00 
150.00 
150.00 
125.00 
125.00 
100.00 
75.00 
50.00 
50.00 
50.00 


If Applicable 
Principal Sum 
is $5,000.00 


If Applicable 
Principal Sum 
is $10,000.00 


300.00 


100.00 
75.00 150.00 


50.00 
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Now—more strongly than ever—U.S.F&6. reaffirms its faith in the 
independent agent with unusual four-color page advertisements like 


this in The Saturday Evening Post, Time me _ News & a Report. 
Now—more_stronalv. than_ove;--ssmmmes =a 











How to plan your insurance program 


You could surround yourself with insurance 
booklets and text books... then try to make 
the right choice. But after hours of study, it’s 


a good guess you'd still need the personal THE : 
guidance of an experienced agent to work out : 
the coordinated insurance program you want. 
Why not get the professional advice of the 
independent insurance agent who represents : 


U. S. F, & G.? He can help you develop a —caswaLtt-FIRE-MAMINE INSURANCE © FIDELITY-SURETY SONDS 
planned program of protection for your bUSi- — Unised states Fidelity & Guaranty Co, Baltimore 3, Md 


s a ‘cronto = *~—Sts«éF awit’ & Guaranty lnsurence Underwriters, tne 
ness, family, home and possessions. Sakmanss Seo = Fidelity & Gusanty Lite Insurance Co., Baltimore 3, Md. 


Select and consult your independent insurance agent 
or broker as you would your doctor or lawyer. 


Vann Vege 
’ 2 ee 
¥ JO — : edb 





United States Fidelity & Guaranty Co., Baltimore 3, Md. 
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Is the Price Right?—from page 63 


is the closest to being the right rate 
for the risk. 

In what has been discussed, work- 
men’s compensation insurance has 
mostly been used as the example. 
However, the principles involved 
apply in determining rates in the 
other forms of casualty insurance, 
though precedures may vary, the 
data be less susceptible to detailed 





‘STEADFAST 


Stuart’s portrait of our first 
president so well brings out 
Washington’s steadfast charac- 
ter. For 161 years the Provi- 
dence Washington has been 
steadfast in its loyalty to its 
agents and in its belief in the 
agency system. 


You do well 
when you sell 
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PROVIDENCE 
WASHINGTON 


THE COMPANY WITH 
QUALITY * INTEGRITY * FRIENDLINESS 


YOUR, BF adependens 
Insurenct AGENT 
rece 


20 Washington Place 
Providence 1, R. |. 


analysis and the processes con- 
sequently not as detailed and highly 
refined. As an example of the simi- 
larity of principle, the rates for high 
liability limits will not depend as 
closely on an individual risk’s own 
experience as will the rates for basic 
limits, even for the very large risk. 
Before leaving the question of 
rate determination on the usual or 
prospective basis, I will mention 
briefly another aspect of the process. 
This is schedule rating, of great im- 
portance in fire insurance but of 
minor importance in casualty insur- 
ance. This involves the use of speci- 
fied physical factors to measure the 
probable variation of an individual 
risk from the average of its class. 
Examples in casualty insurance are 
elevator door interlock discounts 
in elevator liability insurance, and 
alarm or guard discounts in burglary 
and robbery insurance. It should be 
remarked that such factors are usu- 
ally within the control of the buyer. 


Retrospective Rating 


To return to our main theme of 
pricing based on loss experience, 
retrospective rating is a method of 
premium determination which came 
into use about twenty years ago— 
first for workmen’s compensation 
and later for the various liability 
lines including automobile. One 
could say that retrospective rating is 
at once a method of premium deter- 
mination and a form of coverage. 
For in the range between minimum 
and maximum there is a consider- 
able element of self-insurance, so far 
as the policyholder is concerned. 
without, however, some of the dis- 
advantages generally present in such 
a situation. Considered as a pricing 
method, retrospective rating bases 
the final premium for a policy in part 
on the expected losses, as measured 
by the prospective or “standard” pre- 
mium, and in part on the actual 
losses incurred during the policy 
period. 

Now, in the theory of insurance 
pricing, the assumption must be and 
is that actual losses will equal ex- 
pected losses. The structure of a ret- 
rospective rating plan is itself built 
on this theory. Thus, over a broad 
spectrum of individual risks or over 
a period of years for a risk of con- 
siderable size, the results of retro- 


spective rating consistently applied 
will tend to equal those of prospec- 
tive rating. Year by year, and risk 
by risk, there may, of course, be con- 
siderable variation between them. 

The part of the retrospective pre- 
mium which is based on expected 
losses is the basic premium, set as a 
specified percentage of the prospec- 
tive, or standard, premium deter- 
mined as we have heretofore seen. 
The basic premium usually includes 
provision for expense other than 
claims expense, reduced from the 
provision included in the rate by the 
amount of expense discount applica- 
ble to the standard premium. The 
basic premium also includes the 
charge necessary to insure expected 
lesses above the stated maximum, 
and in some instances a charge to 
limit the amount of an actual loss 
which is to go into the rating. The 
balance of the retrospective premium 
is made up of the actual losses, lim- 
ited if so provided, plus allowance 
for claims expense in proportion to 
such losses and the tax provision in 
proportion to the entire retrospective 
premium. 


Frequent Small Losses 


Retrospective rating is not prop- 
erly applicable to every situation. It 
is best suited to situations where 
there is expectation of relatively fre- 
quent losses of small or moderate 
size. Furthermore, because of the 
wide fluctuations in experience to be 
expected from small exposures, I 
believe retrospective rating should 
be used only when the prospective 
premium for the risk is itself of con- 
siderable size, say above $10,000 or 
$15,000. Opinions differ on this. I 
know that in Pennsylvania retro- 
spective rating is mandatory for 
workmen’s compensation policies 
down to a size as low as $2000. The 
rating law was held to require an 
application of this kind, if the plan 
were to be available at all. This does 
not change my opinion. There are 
some further observations that can 
be offered. If you have been suc- 
cessful in your program of accident 
prevention, if your premium com- 
puted at your classification rate is 
large enough to give your risk a 
substantial credibility, and if there- 
fore your own experience rate is con- 
sistently well under the class rate, 
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then retrospective rating offers less 
probability of decreasing your pre- 
mium than it does of increasing it 
because of a chance loss. 

On the other hand, if these con- 
ditions are reversed, if you there- 
fore have an experience rate consid- 
erably above the class rate, and if 
you undertake to reduce your acci- 
dent frequency, then retrospective 
rating will give you the opportunity 
to realize more quickly than other- 
wise on the results of your efforts. 


Requests for Information 


I would like to turn for a moment 
to an entirely different subject. As 
buyers of insurance, you probably 
have been irritated at times by what 
seemed to be unnecessary requests 
for information about your business 
from current or prospective insur- 
ance carriers. Try to look at these 
requests as representing, most of the 
time, a high degree of care in fitting 
your insurance to your needs, a de- 
sire to make a proper appraisal of 
your situation and to set as fair a 
price as possible. I venture to say, 
because I myself am convinced, that 
better and more complete knowl- 
edge of a risk by the underwriter 
has as often as not produced a pre- 
mium lower than what would other- 
wise have been set. It isn’t always 
so, of course—but the devil you 
know is better than the devil you 
don’t know. 

While I have dealt a little with 
the practice, I have been more con- 
cerned with giving you the principle 
of casualty insurance pricing. For 
therein lies the true answer to our 
question. Methods can be checked 
and can be changed. In the end we 
must look to the principle to know 
that in fact the price is right. 





BOATING SAFETY 


THE COMMITTEE OF Aluminum Boat 
Producers has drawn up a set of 
rules for boating safety which every 
boatsman should know. They in- 
clude: slow down for turns; never 
stand up in a moving boat; do not 
overload the boat ; keep alert while at 
the helm; learn how to maneuver in 
heavy seas; and, most important, 
exercise common courtesy to others. 
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Is the coverage for 
your client TOTAL? 
Loopholes in protection 
frequently can be 
avoided by analytical 
surveys... by a com- 
bination of policies . . . 
by specific endorse- 
ments. This is YOUR 
professional responsi- 
bility. May we 
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I NEED AID! 
























































He certainly does need AID—from his Autoglass Installation Dealer. 
Let’s hope that you, as his insurance adjustor, send him to the nearest shop display- 
ing the green and white AID sign. There he’ll get speedy, courteous, top-notch 
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= Autoglass : 
= Installation = | replacement service. 


There’s no long wait for estimates or repairs at AID shops. They employ expert 
installers who are specialists in auto glass replacement. These men work according 


anisiecanll 
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WE INSTALL 
yNUbge) GLASS to strict, established standards, and have a sincere appreciation for your business. 


Your Autoglass Installation Dealer is listed in the Yellow Pages of the phone book, 
or identified by the big green and white AID sign he displays at his shop. Send your 
policyholders to him for installation of PPG Safety Glass in any American-made 


car and most foreign cars. 


Pittsburgh Plate Glass Company 


Paints * Glass * Chemicals «+ Brushes + Plastics * Fiber Glass In Canada: Canadian Pittsburgh Industries Limited 


Satisfaction Quaranteed 
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Fire Safety on the Job—at Home 


IRE TOOK 11,300 Lives and de- 
ese more than a billion dol- 
lars worth of property last year, 
according to the National Board of 
Fire Underwriters, Thousands and 
thousands of persons were injured, 
many horribly maimed for life. The 
indirect medical 
wages and production lost, savings 


losses—in costs, 


lf fire breaks out, keep calm, avoid hysteria. 
When alarm is given, stop work, shut off 
power machinery and go to exit. 


reduced and business failures—were 
probably two or three times greater. 

“A big part of the problem,” a 
Board expert recently pointed out, 
“is that many people think of fire 
prevention as the company’s job 
something for top management to 
worry about. Actually, however, 
each employee can often do just as 
much as_ the president 
when it comes to fire prevention. 
His knowledge of conditions in his 
working area and his interest in pre- 
venting fire will contribute to his 
personal safety and continued em- 
ployment.” 


company 


Some of the fire prevention rules 
are obvious. Others are less well 


For September, 1960 


known. But if you heed these tips, 
say the men who know, you'll be 
doing about as much as one can 
toward guarding the safety of your 
co-workers and your company. 


Ounces of Prevention 


The secret of fire safety lies, of 
course, in taking several 
ounces of prevention ahead of time. 
Some fire hazards are found in al- 
most every shop. 


those 


Here’s what you 
can do to prevent or remove them. 
1. Don’t smoke near flammable ma- 
terials, gases or liquids. Obey “No 
Smoking” signs. Smoke only where 
smoking is permitted. Make certain 
all tobacco and other smoking ma- 
terials are extinguished before dis- 
posing of them. 

2. Always break matches before 
throwing them away. Don’t use 
matches as torches to search dark 
places. Don’t light matches near ex- 
plosive, gaseous or flammable ma- 
terials, 

3. Never hang extension wire cords 
from nails or hooks. Don’t 
cords to the wall with tacks. 
4. Don’t use flammable liquids in 
unventilated anywhere 
near an open flame or sparks. 

5. Keep closets, cellars, halls, base- 
ments and storerooms clear of all 
rubbish accumulations. Clean 
spaces under counters. Use 
containers for waste paper. 


fasten 


rooms, ofr 


out 
metal 


6. Rags containing vegetable, ani- 
mal or fish oils should be stored in 
tightly closed metal cans, or hung 
up with plenty of air space around 
them to dissipate heat. If not 
needed, such rags should be re- 
moved from the building or burned 
after using. 

7. Don’t wear oily or paint-soaked 


clothing near open flames, furnaces 
or welding operations. 

8. Know the location of the nearest 
fire alarm where you work. 
Study the directions on the box. 
Know how to turn in an alarm. 
Stay at the box after turning in an 
alarm to direct the firemen to the 
fire. (This applies to a street box.) 
In phoning in an alarm, tell the 
operator “I want to report a fire” 
and give the exact location accu- 
rately. 

9. Study the fire extinguishers in 
your plant or office, and learn the 
type of fire for which each is de- 
signed. Ask your plant fire warden 
how to operate them. But in the 
event of fire, turn in an alarm first 


box 


¥ 


” 1% 


Last year, close to one million fires in the 
United States took over 11,300 lives and 
destroyed over $1 billion of property. 
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On the Job—from page 7! 


before attempting to use an extin- 
guisher. 

10. When a fire alarm is given, stop 
work (shut off power machinery) 
and proceed to previously designated 
exits. 


11. If you’re the boss, see to it be- 





LOSSES 
PREVENTED 


from 
SMOKE ODOR 
damage 


with safe, 
thorough 
AIREACTOR XX 


Hundreds of thousands of dol- 
lars have been saved by having 
Aireactor experts remove smoke 
odors from merchandise and 
property with Aireactor XX. 


Non-toxic, safe to use 


Aireactor XX is scientifically 
formulated to do a quick, thor- 
ough job that removes all trace 
of smoke odor from the air and 
from merchandise. It prevents 
losses . . . reduces claims .. . 
enables business to continue 
without interruption. Will not 
damage even the most delicate 
fabrics, and will not sting the 
nose or throat. 
Aireactor is an organization with 
experts trained to remove smoke 
odors after a fire. Be prepared— 
in case you need them—by 
sending for details now. 
AIREACTOR CORPORATION 
271 Madison Ave., New York 16, N. Y. 


ae Listed with Underwriters 
UL ) Laboratories, Inc. 
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fore fires start, not after, that your 
plant or store is adequately equipped 
with fire hose (kept attached to 
standpipe outlets and examined once 
a month), fire doors (inspected 
daily to remove obstructions), and 
efficient automatic sprinklers. 

12. Exit drill plans are necessary 
as fire precautions if your plant or 
store employs large numbers of per- 
sons or uses quantities of combus- 
tible materials. If you have a night 
watchman, be sure he is physically 
fit for his responsibility. He’s “in 
charge” of the plant nearly two- 
thirds of the time, hence should be 
trained in handling fire protection 
equipment and in turning in alarms. 
1. If your plant or store has an exit 
drill plan, follow it. When a fire 
alarm is given, employees must stop 
work, shut off power machinery and 
proceed in orderly fashion to pre- 
viously assigned exits. Drills should 
be disciplined, and supervised by a 
fire warden with emphasis on order, 
control and safety of operation. 

2. If you detect smoke or evidence 
of fire, notify the fire department 
immediately. Don’t give fire a head 
start by trying to fight it alone. Call 
first for help from your fire depart- 
ment—then use available fire ex- 
tinguishing appliances. 

3. A person whose clothes are on 
fire must not run or remain stand- 
ing. Running fans the flames and 
standing makes it likely he will in- 
hale the toxic fumes. Throw the 
victim down if necessary, and 
smother the fire with coats, blankets 
or rugs, smothering from the shoul- 
ders to the feet. 

4. If your own clothing catches fire, 
fold your arms across your chest, 
drop to the floor and roll over and 
over to smother the flames. 


Follow the Rules 


5. Keep calm. Avoid hysteria. 

Follow the rules on fire preven- 
tion and you won't be one of the 
contributors to this year’s figure in 
losses caused by fire. 

And, in the event you’re caught 
in an emergency, do as the National 
Board of Fire Underwriters advises. 
Then you'll be able to tell your 
grandchildren how calmly and hero- 
ically you behaved in that “Fire of 
60.” 


FIRE SAFETY— 
IN THE HOME 


‘VERY FIFTEEN SECONDS fire 

breaks out somewhere in the 
United States. Last year fires took 
the lives of 11,300 people and caused 
property damage totaling $1,047, 
073,000. Too many of these were 
fires in homes—around 800 a day. 
Most of them never should 
happened. 

The National Board of Fire Un- 
derwriters estimates that  three- 
fourths of all fires are the result of 
human carelessness and forgetful- 
ness. How can you prevent fire in 
your home? The answer is clear. 
Get rid of fire hazards. If you can 
answer “Yes” to the following ques- 
tions, you will have taken a long 
step toward keeping your home fire 
free: 


have 


Housekeeping Hints 


1. Have you checked your basement 
recently and thrown out collections 
of old newspapers and magazines, 
oily rags, broken furniture, and rub- 
bish which may have collected there ? 
These are the things on which fires 
feed, 


2. Have you checked your attic, and 
thrown out old clothing, discarded 
furniture and other combustibles 
that would provide dangerous tinder 
if a fire should occur there? 


3. Do you keep your oil mop in a 
metal container or in a safe, well- 
ventilated place where it cannot 
catch fire by spontaneous ignition ? 
Do you throw away oil-soaked pol- 
ishing rags or waste after using ? 


4. If you have paint or varnish in 
the house, do you keep it in tightly 
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closed containers? Gasoline, ben- 
zene and other flammable fluids 
should never be used for cleaning. 
Gasoline for lawnmowers or out- 
board motors should be kept in ap- 





“There are no circumstances, however 
unfortunate, that clever people do not 
extract some advantage from them.” 


proved metal containers in an out- 
building or the garage. 

5. Do you keep the broiler in the 
kitchen range free from grease? 
Many kitchen fires break out in 
broilers where grease has been per- 
mitted to accumulate. 

6. If there is a window near the 
stove, have you made sure that the 
curtains do not blow over the burn- 
ers? 

7. When you buy electrical equip- 
ment, do you employ a qualified 
electrician to install it or to extend 
wiring? Such work should not be 


done by “do-it-yourself” household 
handymen. 

8. Have you checked your electrical 
appliances to make sure wiring on 
electric irons, lamps, fans, heaters, 
mixers, radios and television sets 
is not frayed or worn? Short cir- 
cuits can cause fires. 

9. Do you have enough electrical 
outlets in all rooms to obviate the 
need for multiple attachment plugs 
and long extension cords? 

10. Do you use only 15 ampere 
fuses in the fuse box on all regular 
household lighting circuits? The 
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LA ROCHEFOUCAULD. 


His face was red: his pocket nerve hurt when he discovered 
that one of his trusted employees had been collecting 
, but he sold a lot of fidelity 
insurance using himself as the horrible example. 
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purpose of a fuse is to blow if the 
circuit becomes overloaded, and by 
using too large a fuse, or inserting 
a penny behind a blown-out one, you 
are inviting trouble. 

11. If you use a portable oil or gas 
heater, do you always turn it off 
when you retire at night? Is it 
placed so that it cannot be tipped 
and so that curtains or drapes can- 
not blow against it? And do you 
keep a window partly open while 
the heater is in use? Too many 
deaths occur each year when such 
heaters are operated in closed rooms 


where carbon monoxide accumulates 
and snuffs out lives. 

12. Do you keep matches on high 
shelves or in places where they are 
out of reach of small children? 
Matches and children don’t mix. 
13. If there are smokers in your 
house, do you keep plenty of ash 
trays in every room? It’s a good 
thing, too, to empty ash trays often. 
14. Do you make sure that no mem- 
ber of your family smokes in bed? 
15. Do you have the telephone num- 
ber of the fire department readily 


(Continued on page 77) 





FIRE ALARM PAMPHLET 


THE non-electric, 
contained automatic fire alarm, pro- 
viding around-the-clock fire detec- 
tion and warning for homes, stores, 


STANDARD self- 


schools, etc., is illustrated and de- 
scribed in a four-page folder re- 
cently issued by Standard Fire 
Alarm & Signal, Inc. The fire alarm 
is described as being fully guaran- 
teed and having a patented glass eye 
visual monitor which provides as- 
surance the units are fully charged 
and ready for action. 

The home unit is entirely self- 
contained, having no electricity, bat- 
teries or any outside source of 
The 
mounted device emits a sleep-shat- 
tering horn blast of sound, at the 
location where the unit is hung, 
when activated by abnormal heat 
rise, and the duration of the blast is 
about twenty minutes. Two tem- 
perature ratings are available: 136° 
F, for use where average tempera- 
ture does not 100°, and 
174° F, where average temperature 
does not exceed 150° F. 

A drawing illustrates placement 
of the units in a typical home. Of- 
ficial reference on 
Standard units are given. 


power. individually horn- 


exceed 


sources of the 


FIRE PREVENTION 


More THAN 1,500 cities, industrial 
firms, military units and govern- 
ment divisions are expected to par- 
ticipate in the National Fire Pro- 
tection Association’s 1960 Fire Pre- 
vention Contest. The contest, an 
international competition to provide 
recognition excellence in the 
field of fire safety education and 
performance, is in its 33rd_ year. 
Entry forms, to be returned by No- 
vember 30, are available the 
Association’s offices, 60 Battery- 
march St., Boston 10, Mass. There 
are separate forms for municipal, in- 


for 


from 


dustrial, government and military 
entries, 
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“HAZARD HUNT" 


STATISTICS CAN BE fun or frighten- 
ing, dull or devastating, depending 
on the nature of the research. Holly- 
wood starlet statistics, for instance, 
can be fun. But the tragic holocaust 
statistics for fires in the United 
States in one year can be devastating. 
And the predictable element can be 
terrifying. For instance: 

1. Every thirty-seven seconds a fire 
breaks out in some city in the 
United States. 

Every two minutes fire damages 

or destroys a home in a United 

States city. 

Every forty-six minutes a person 

dies as a result of a fire. 

By this time tomorrow, fire will 

have struck 821 more homes. 

The odds are one in one hundred 

that your house will catch fire 

this year. 

Pretty grim statistics, aren’t they? 
And the sad fact is that they needn't 
be, because carelessness is a chief 
cause of the majority of fires, which 
means these fires could be prevented. 

Spring cleaning, that annual tradi- 
tion in the American home, can 
sometimes cause a rash of fires, some 


more serious than others, but all 
costly. Tipped-over paint cans, com- 
bustible cleaning fluids, careless dis- 
posal of cigarettes in cluttered attics 
or cellars—all help to make up the 
annual fire statistics. Don’t add to 
these statistics this year. Don't let 
spring cleaning wipe you out. 

And when you start your clean- 
ing this year, make it good, and 
“hazard hunt”’ while you're at it. 

While the first 
cause of fires, the second most com- 
mon cause is misuse of electricity, 
so make sure your home is prop- 
erly wired to carry the load. Today, 
millions of Americans are using elec- 
tricity in record quantity, what with 
refrigerators, air conditioners, pho- 
nographs, electric washers, irons, 
disposals, television sets, freezers, in 
addition to the smaller appliances. 
Make sure you buy appliances listed 
by the Underwriters Laboratories, 
Inc., an impartial testing laboratory. 
Be sure to use fuses of the right am- 
perage for circuits. Check the fur- 
nace, chimney, and stove after long 
winter usage. Soot in chimneys is 
a common cause of fire. 

Check your cellar or heating unit 
area carefully for gas or oil leakage, 
faulty wiring, inflanimable liquids, 
rusty or worn-through smoke pipes. 
Go through the house from top to 
bottom and eliminate the danger haz- 
ards that exist. And don’t stop there. 
Check and re-check. 

As one twelve-year-old boy ex- 
pressed it in an examination on home 
safety : “Fix everything that happens 
as soon as it happens, or if you know 
it is going to happen, fix it before it 
does happen.” 


carelessness is 


—The Employer's Pioneer 
—The Employer's Group 


FIRE ANTICIPATED 


AMONG ITEMS DAMAGED by a fire 
involving an oil burner was a fire ex- 
tinguisher which had been mounted, 
of all places, on the oil burner it was 


intended to protect. 


—Safety Information 
—Royal Globe Ins. Group 
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fire losses 


These estimated losses, from the 
National Board of Fire Under- 
writers, include an allowance for un- 
insured and unreported losses. 


1958 1959 
August ... $75,491,000 $74,600,000 
September . 73,303,000 83,027,000 
October .. 73,393,000 
November . 71,539,000 
December . 100,523,000 


1959 
January ... 
February .. 


82,998,000 





Total ... $1,037,449,000 $1,060,842,000 


Losses by Years 
1950 $648,909,000 1955 $885,218,000 
1951 730,084,000 1956 989,290,000 
1952. 815,134,000 1957 1,023,190,000 
1953 864,863,000 1958 1,056,266,000 
1954 870,984,000 1959 1,047,073,000 


motor vehicle 
deaths 


Month 1958 1959 1960 
January 2,709 2790 2,850 
February 2,398 2,430 2,380 

2,598 2,860 2,400 
2,595 2,650 2,910 
2,937. 3,110 3,230 
3,078 3,260 3,320 


Six Months .... 16,315 17,100 17,090 


3,250 
August as 3,510 
September 3,325 3,360 
October 3.58 3,440 
November 3,52 3,490 
December 3,5 3,650 


Twelve Months .. 36,981 37,800 
_ Estimates provided by the National 
Safety Council. 


accidental 
deaths 


Five Months 
1960 1959 Change 
ALL TYPES ... 36,200 36,100 O% 
Motor Vehicle ... 13,790 13,840 O% 
Other Public ..... 6,100 6,100 0% 
Work i: is 5.500 5.600 2% 


Home 12,000 11,800 +2% 
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loss prevention! 


FOR YOUR CLIENTS . . . a subscription to SAFETY MAINTE- 
NANCE is a monthly reminder of your 
constant interest... «a source of 
tested safety methods and procedures 
which will speed production and cut 
costs. 


FOR YOURSELF . . . SM is a channel of proven aids to loss 
prevention . . . a means of establish- 
ing sound safety programs in plants 
where you have a stake. Your own 
imprint and safety message can reach 
your clients each month. 


Write for special discount rates. 
Single Subscription: 


$4.00 a year 
$6.00 for two years 


SAFETY MAINTENANCE 


AMERICA'S PIONEER MAGAZINE IN ITS FIELD 


another publication of 


ALFR 


75 FULTON STREET, NEW YORK 38, AL ¥. 














THIS IS THE SIGN OF 


) 


The world’s most reliable automatic 
protection services against fire, bur- 


glary, holdup and other hazards. 


It is the bane of burglars and arsonists, 
who recognize it as a formidable adver- 
sary. ADT subscribers from coast to 
coast are proud to display this mono- 
gram on their premises. [tis a promise to 
their employees, customers and neigh- 
bors that they have provided the most de- 
pendable and modern service available 
to protect their lives, property and jobs. 


The reputation of this symbol stems 
from the organization behind it, the 
American District Telegraph Company. 


Controlled Companies of 


AMERICAN DISTRICT TELEGRAPH COMPANY 


A NATIONWIDE 


The unmatched efficiency of this com- 
pany in safeguarding life and property 
is attained through everlasting atten- 
tion to maintenance. It is the leader in 
its field, not only because of its superior 
detection and signaling devices, but be- 
cause ali ADT systems are regularly 
inspected, tested and always ready for 
reliable operation. 


Is your building 99 and 99/100ths per 
cent immune to losses by fire or bur- 
glary ? If not, call the ADT office listed 
in your telephone directory and find out 
how you can be better protected and 
(as is often the case) save money, too! 


ORGANIZATION 


Executive Office: 155 Sixth Avenue, New York 13, N. Y. 





Fire Safety—from page 73 


available beside the phone, and have 
you told all members of the family 
where it is? If, in your community, 
you reach the fire department by 
calling “operator,” make sure every- 
one, both big and small, is familiar 
with the procedure. 

16. Do all the members of your fam- 
ily know the location of the fire 
alarm box closest to your home? 
Do they know how to turn in a fire 
alarm? 

17. Finally, do you have a plan of 
escape from your home, should it 
catch fire? This is extremely im- 
portant. You should hold fire drills 
regularly. Gather all the family to- 
gether and work out two plans of 
escape, particularly from upstairs 
bedrooms. If one way of exit is 
blocked, you have the alternate to 
use. 

Impress on every member of your 
family that in case of fire the first 
thing to do is to get everybody out 
of the house. Then—call the fire de- 
partment. 

If you employ a babysitter or have 
house guests, make sure that they 
also know how to get out of the 
house in case of a fire emergency. 


FIRE DOCUMENTARY 


SNEAK ATTACK, a graphic account 
on color film of how easily fire may 
strike and in a matter of moments 
turn a peaceful home, institution or 
industrial plant into a roaring in- 
ferno and death trap, has been re- 
issued in 16 mm. sound prints by the 
Falcon Alarm Company. 

In disturbing detail, this thirteen- 
minute documentary shows how fire 
capitalizes on man’s frailty, how 
most of us, through negligence, care- 
lessness, and downright indifference, 
continue to leave the door wide open 
for fire to enter and take its annual 
toll of eleven thousand and more 
American lives, with forty thousand 
others each year scarred or perma- 
nently crippled. 

With ironic commentary on the 
community’s apparent concern for 
the welfaresof its citizens, particu- 
larly its youth, in other less peril- 
ous matters, the film takes the 
viewer in front of official fire lines, 
itemizes the eight major ways in 
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Engineers of the Ansul Chemical Company display Purple K., new fire extinguishing ma- 
terial in demonstration at MacArthur Airport. In the development stage the agent is 
here used to put out 100 square feet of burning jet fuel. 


which fire makes its devastating 
attack every twenty-eight seconds of 
every day in the United States, then 
points out the exceedingly simple 
steps for effective counterattack. 

Underscored is the home and 
plant owner’s particular need of a 
reliable service that will automati- 
cally detect and give early warning 
of fire in the event of attack, the 
vast majority of deaths in fire being 
attributable to asphyxiation by the 
deadly heat and gases rapidly built 
up in the first moments of fire, long 
before victims may be aware of the 
fire and have chance to escape, much 
less time to arouse and save others 
and summon the fire department. 
The film then goes on to describe 
one such device, the Falcon Auto- 
matic Fire Detector. These detec- 
tors are available as individual units 
for placement in hazardous areas or 
as complete systems for the protec- 
tion of homes, churches, 
hospitals, commercial buildings and 
industrials plants. 


schools, 


DANGER LABELS 


A LIST OF DANGEROUS SUBSTANCES 
which should be labeled uniformly 
in every country was drawn up by a 
group of experts recently called to- 
gether by the International Labor 
Organization in its Geneva head- 
quarters. The (ILO) organization 
has already adopted five danger 
symbols for five types of hazard: 


fire, explosion, poison, corrosion, 
and dangerous radiation and recom- 
mends that the appropriate symbol 
be used on about one hundred and 
sixty substances in common use to 
warn workers in their production, 
transport, handling and use. Insec- 
ticides, nicotine, hydrocarbons, vari- 
ous chemicals and radioactive sub- 


stances are on the dangerous list. 


—Safety Information 
Royal Globe Ins. Group 


POSTER COMPETITION 


JoEL MALMED, a New York City art 
student, was awarded first prize in 
the 1960 Fire Prevention Week 
poster competition of the National 
Board of Fire Underwriters. 

The competition, the third to be 
sponsored by the National Board, 
was conducted by the Art Students 
League, among students in the 
classes of Frank Reilly. 

The first prize—$300—was pre- 
sented to Mr. Malmed at ceremonies 
at the League by Lewis A. Vincent, 
general manager of the National 
Board of Fire Underwriters. 

Mr. Malmed’s winning poster 
portrays an _ earnest-faced, bare- 
headed fireman holding a small boy 
he has rescued from a fire. It bears 
the words, “Stop Fires—Save 
Lives.” The poster will be repro- 
duced and displayed at 1,500,000 
locations across the country during 
Fire Prevention Week, October 9— 
15, 1960. 





“A-tna Casualty’s ‘Safety Sleuths’ 


help us get business...and keep it!” 


says Howard Hannold, Vice President, John J. Manley, Inc., Philadelphia, Pa. 


“Good accounts aren’t easy to get . . . or keep. And the bigger they are, the more 
that holds true. That’s why we appreciate the value of AEtna Casualty’s Safety Engi- 
neers—Safety Sleuths we call them—in developing and retaining profitable business. 


“We've learned from experience that our regional AZtna Casualty Safety Engineer really 
digs into the problems of our clients and comes up with useful and imaginative sug- 
gestions to help solve them. Needless to say, this results in satisfied clients . . . clients 
who put their faith and their business with us.” 


7Etna Casualty has more than 230 trained safety engineers working out of 63 re- 


gional offices from coast to coast. Why not put one of these “Safety Sleuths” to work 
on your selling team? 


Agency Building is Our Business 


AETNA CASUALTY @ 


Quality INSURANCE for individual, family, business, home and other possessions 


7Etna Casualty and Surety Company e Affiliated with Etna Life Insurance Company 
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e Standard Fire Insurance Company e Hartford 15, Conn. 
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Merit Rating Results 


S. ALEXANDER BELL 
Partner 
Peat, Marwick, Mitchell & Co. 


ERIT RATING Is nothing new in 
Mi automobile insurance busi- 
ness. A great many merit rating 
plans have been promulgated since 
the late 1920’s, and none survived 
very long. One of them, the 1932 
demerit plan, did not even get off 
the ground—it was never used 
though a great deal of publicity sur- 
rounded its announcement. I will 
not attempt to describe the nature 
or the effect of all of these sundry 
plans except to say that they came 
and went. Now we have a new safe 
driver merit-demerit rating plan, an- 
nounced last year by the National 
Bureau of Casualty Underwriters, 
and in effect in a number of states. 
We also have a new plan of a similar 
nature just announced by the All- 
state. It is our objective here to 
examine into this latest National 
Bureau merit rating scheme to see, 
first, whether it is sound, and second, 
what it will accomplish and finally 
how long it will last. 


Summarize Principles 


With regard to the soundness of 
merit rating plans, it was my privi- 
lege to appear at one of the meetings 
of this group of companies as far 
back as March 20, 1954, at which 
time I analyzed in considerable de- 
tail the principles involved. With 
your permission [ will summarize 
these principles before proceeding 
with the examination of this latest 
merit rating plan. 

Private passenger automobile in- 
surance is a method whereby the 
owner of an automobile, for the pay- 
ment of a definite, moderate annual 
sum called the premium, relieves 
himself of the danger of having to 
pay a very large sum in the way of 
damages to third parties or in the 
way of repairs of his own automobile 
should he have the misfortune of 
being involved in an accident as a 
result of which he may become 
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legally liable for damages done to 
the life or property of others, or in 
which his own automobile may have 
been damaged. The principle of this 
insurance, of course, is the same as 
in any other insurance; that is, a 
great many individuals subject to 
this hazard, by banding together and 
cach contributing a small sum, wil 
create a fund sufficient to pay all 
damages and to cover the expenses 
incidental thereto. Therefore, the 
fundamental principle underlying the 
determination of the amount that 
each person must contribute is the 
determination of the total cost of 
the anticipated accidents, and the ex- 
penses incidental to the operation of 
the fund. 


The Motorist Pays 


It is important in understanding 
this problem to keep in mind that 
it is not the insurance company but 
the motorist himself who pays the 
claims and the expenses of operation. 
The insurance company merely per- 
forms the legal, accounting, and dis- 
tributing functions for this large 
group. Their own funds which they 
have contributed to the insurance 
company in the way of capital stock 
or surplus, or both, are not in- 
volved or at least are not supposed 
to be involved in the payment of 
claims or incidental expenses. These 
funds merely serve as a guaranty in 
case the motorist did not contribute 
enough to pay all expenses so that 
no one who has a right to collect 
be cheated out of what is due him. 

Once this fundamental principle 
is understood, it is quite clear that 
the premium which the motorist 
must pay equals the total amount of 
claims paid, plus commissions and 
expenses incurred (including a rea- 
sonable profit for the insurance com- 
panies), divided by the number of 
motorists insured. If the premium 
appears to be too high, it is not be- 
cause the insurance companies are 
over-charging the policyholders but 
because the losses have increased to 
a point where they require that much 


more contribution from each insured 
motorist. The insurance companies 
may be accused of over-charging 
only when their profits become too 
high in relation to what they have 
invested in guaranty funds but that 
has not happened as yet in the whole 
history of automobile insurance. The 
average net profits of the majority 
of automobile insurance companies 
in the last several decades have been 
mighty meager. 

So much for the first principle 
that the insured motorist must pay 
his own claims and that nobody else 
will pay them for him. Now for the 
second principle. 

Claims result from accidents and 
accidents result from two causes: 
(1) unavoidable accidents which re- 
sult from causes beyond any human 
control and (2) accidents which 
are caused by the negligence of the 
driver. There is nothing that can be 
done about the unavoidable acci- 
dents. It is the second type of acci- 
dent, due to the negligence of the 
driver that is causing all the clamor, 
because negligence in driving is what 
everyone denies. There are very few 
accidents that I have seen in thirty 
years of experience in the automobile 
insurance field which have ever 
been caused by anybody but the 
other party. It is just human nature 
to blame the other fellow for any- 
thing which would reflect on our- 
selves unfavorably. 


Law of Averages 


Actually, however, the law of 
averages operates very impartially 
and statistical analysis indicates that 
regardless of what the insured may 
say certain classes of insureds will 
have more accidents and will cost 
more money in losses than others. 
For instance, it is a demonstrated 
fact that, as a group, people over 
twenty-five cause fewer accidents 
and cost less money than people un- 
der twenty-five years of age. It has 
also been proven statistically that 
people who use their cars for pleas- 

(Continued on the next page) 
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ure purposes only cause fewer acci- 
dents and cost less money than peo- 
ple who use their cars for pleasure 
and business. It been 
proven statistically that farmers as 
a class have fewer accidents and cost 


has also 


less money than the average. 
Therefore, while it would be fair 
enough to charge each and every 
motorist his straight pro rata share 
of the total cost of losses and ex- 


@ Direct mail is the selective, most 
checkable advertising medium of all. 
It can do a big job for the qualified 
producer; moreover, used with selling 
sense, it can prove the least costly form 
of advertising. 

One way to find out is to get your 
selling picture in focus. Where can 
direct mail be used to support your 
personal selling and agency sales 
promotion— 

You can be sure that your client list 
has special interest for competing 
agents. On their way, right now, are 
mailings that detail new coverages— 
new ways to buy, and more economi- 


penses of the entire insurance in- 
dustry, it would be much fairer if 
such motorists be classified into 
groups of more or less like types, 
such groups being large enough to 
provide an absolute statistical aver- 
age and yet small enough to give 
each individual in such group the 
benefit of the refinement of group 
classification. In addition thereto, 
of course, each group should again 
be given the benefit of their geo- 
graphical location, since geographical 


cally—other “reasons why”’ your 
clients may be better served by 
another agency. 

Perhaps it’s time to put some well- 
planned mailings into the hands of 
your clients and prospects. Mailings 
with the professional stamp which 
represent you favorably. You'll find a 
representative showing of them in 
Grain Dealers’ 1960 mail promotion 
kit. Our special agents want to show 
it to you; better yet, how to put direct 
mail to werk where your sales po- 
tential is best. Let us know where you're 
located; when we can call. 


Cin Craleuslfiaid, 


INSURANCE COMPANY 


Indianapolis 7, indiana 


Western Department: Omaha 2, Nebraska 
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location as well as age and occupa- 
tional characteristics largely de- 
termine the frequency and cost of 
accidents. This last influence is, of 
course, obvious when you consider 
that in rural territories where traffic 
is not as congested as in urban terri- 
tories, accident frequency would na- 
turally be lower and that in sparsely 
settled communities it would be 
lower than in densely populated 
areas. 

But regardless of how motorists 
may be classified, the fact remains 
that while each one in each group or 
classification pays the same amount 
of premium, only a small number of 
them, no more than about 20% over- 
all cause losses. Therefore, any such 
classification, whether simple or re- 
fined, will still leave a great number 
of individuals who will complain that 
they have been overcharged because 
they are good drivers and had no 
accidents. 

I do not believe that there ever 
will come a time when the public 
will fully understand that such a 
complaint is just plain silly. It is 
based on the misunderstanding of the 
fundamental principles of insurance 
rate making above described. If 
every motorist realized that his pre- 
mium is not based on whether or 
not he had an accident, but is based 
on whether or not so many accidents 
will happen to the group to which he 
belongs; that these accidents have 
to be paid for by the motorists, and 
that he has to pay his own share, all 
of these complaints would cease. 


His Luck May Change 


If he would fully realize that giv- 
ing him a reduction because he had 
no accident would mean that there 
would not be enough money left in 
the fund to pay all the claims, 
thereby defeating the very purpose 
of insurance, he would again quit 
complaining immediately. He would 
also understand that in order to give 
him a discount because he had no 
accidents it would be necessary in 
the first place to increase the rate on 
everybody including himself in order 
to maintain the fund necessary to 
pay the claims. For the fundamental 
principle which he must keep in 
mind is that even though he has’ so 
far been a very lucky man, tomorrow 
he may be among the unlucky ones 
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who had an accident and if the fund 
is short and his claim isn’t paid, he 
will have to make it good out of 
his own pocket. 

By keeping all these things in 
mind, he would realize that when 
he asks for a refund because he had 
no claim he is defeating the very 
purpose for which he joined the 
group and that is providing a suf- 
ficient fund to pay all claims that 
may happen, including the one that 
may happen to him. 


Impossible to Predict 


Another fundamental principle is 
that no individual motorist through 
his entire lifetime of ownership of 
one car at a time can ever own 
enough cars to make up a statistical 
average. In plain words, it is im- 
possible to predict statistically how 
many and what kind of accidents any 
one man may have through his life- 
time. Therefore, we can never say 
that one man is a good risk and an- 
other man is a bad risk because he 
owns an automobile. You can only 
say that one man is this type of a 
risk and that man is another type of 
a risk, depending on his age, occupa- 
tion, use of his car, location, etc. 

Therefore, we must classify 
motorists in broad classes which will 
form, in any geographical location, 
a large enough group to form a 
statistical average, or to be statisti- 
cally credible. Inside that group we 
must charge each and every one of 
them the same premium calculated 
to be sufficient to cover the losses 
and expenses which will be incurred 
by such a group. We cannot vary 
it by either a refund to those who do 
not have claims or by an additional 
charge to those who do have claims 
unless we adjust the original pre- 
mium accordingly, that is, unless we 
increase it enough to load it up for 
the discount if a merit refund is to 
be made, or unless we collect less 
than necessary to pay the claims and 
then try to collect it from the un- 
fortunate victims of the accidents. 

There is, however, such a thing 
as an accident-prone motorist. Some 
people are not just unfortunate ; they 
are also careless, reckless, they drink 
too much and in other ways con- 
tribute to the possibility of being 
involved in an accident. These, of 
course, cannot be said to be the un- 
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fortunate victims of accidents, for 
they are the causes of accidents. It 
would appear to be fair to expect 
them to pay more into this fund for 
the payment of losses so that the 
other motorists do not have to pay 
for the accidents which are not un- 
avoidable but are a result of the 
accident-proneness of this small 
group. The question is, however, 
how ought one to determine who is 
and who is not one of these accident- 
prone people? Those who have been 


convicted of reckless driving, or 
drunken driving, and of other similar 
offenses obviously belong to this 
group and should pay more. Those 
who will some day belong to this 
group, when they are so identified, 
will also pay more. In fact, they 
may not be able to get any insurance 
at all except through the assigned 
risk plan, with an appropriate 
penalty therefor. But until such time 
as they are involved in an accident 
(Continued on page 84) 
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Merit Rating—from page 8! 


and have been convicted of such 
reckless or drunken driving or some 
other offense which distinguishes 
them from the average motorist how 
is one to identify them? They have 
to be absorbed by the group. 

The present merit-demerit rating 
plan is an attempt to define these 
accident-prone people on a general 
broad basis and to make them pay 
that additional amount which theo- 
retically is required to cover the acci- 
dents caused by their peculiar acci- 
dent-proneness. On the other hand, 
to those motorists who are blame- 
less of any accident-proneness, an 
inducement is offered by the present 
plan in the way of a reduction in the 
rate. Thus this plan is actually 
divided into two parts. One is the 
old-fashioned merit rating proposi- 
tion with regard to ordinary accidents 
not caused by any special accident- 
proneness of the motorist. This is 
the part under which a motorist who 
has no accidents for a _ specified 
period receives a merit discount. 
The second is the demerit proposition 
intended to charge the accident- 
prone motorist with the additional 
cost of accidents resulting from his 
accident-proneness. 


Unsound Actuarily 


As regards the first part, the merit 
rating, the arguments against this 
type of automobile rating which 
were raised against it in the past are 
still just as true today as they were 
then. It is unsound from _ the 
actuarial viewpoint and if the facts 
were known to the average policy- 
holder he might even say that it is 
downright unethical. For the thing 
he does not know is that in order to 
give him his 10%, 15% or 20% 
discount the premium has to be in- 
creased first by an amount necessary 
to provide for this discount so that 
in the net result, instead of getting 
a discount of say 10%, he is actually 
getting around 1.5% to 2% dis- 
count because he was lucky not to 
have an accident. It is a very at- 
tractive sales gimmick but it is not 
sound automobile insurance rating. 

As regards the other part, the 
demerit plan, which is an attempt to 
make the accident-prone insured pay 
for the extra accidents he causes, 
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that probably would be sound in 
principle if it could be carried out 
in practice. If there were only one 
insurance company in the United 
States available for the insurance of 
automobiles, this demerit provision 
would work out very nicely. Those 
of the motorists who fall within the 
definition of the accident-prone mo- 
torist because they have had moving 
violations, etc., and have been caught 
at it, would then have no choice 
in the matter but pay the demerit 
charge and that demerit premium 
would be added to the claim fund 
thereby benefiting the other policy- 
holders who get a discount because 
they are not accident prone. In the 
State of Texas, for instance, where 
the premiums are regulated by the 
Insurance Commission, this is the 
only type of rating plan available. 


Thus the accident-prone motorist 
has to pay the demerit charge and 
the scheme would be operative. But 
anywhere else in the United States, 
where there are a great many com- 
peting insurance companies offering 
different types of plans, only those 
motorists who cannot find an in- 
surance carrier to accept them or 
who are unwilling or unable to go 
through the assigned risk plan would 
have to pay these demerit charges. 
They would stay with their insur- 
ance carriers until they were required 
to pay the demerit surcharge and 
after that would look for another 
carrier. Therefore, in any insurance 
company which operates under this 
plan, a certain number of demerit 
policyholders would fail to pay the 
amount of extra premium anticipated 
and would in this manner throw the 
whole rating plan out of balance. 


Shrinkage in Premiums 


Several companies which have 
operated under this plan since it 
was inaugurated last year have re- 
ported a considerable shrinkage in 
their total premiums collected from 
the same number of policyholders in 
comparison to the previous level 
premium plan. One report covering 
a considerable volume indicates a 
reduction in total premium available 
to cover the same hazard of as high 
as 16%. In other words, as a result 
of the merit-demerit plan, the com- 
pany lost 16% of the insurance fund 
necessary to cover the expected loss 
and overhead cost of this group of 
its policyholders. It will be neces- 
sary for them to make it good out 
of their own surplus funds except 
for that part which will come out of 
the expense provisions, which will 
not become payable because of the 
failure to collect this 16%. On the 
basis of a 20% acquisition cost and 
2.5% premium tax cost that would 
mean a net reduction in premiums 
available for the payment of claims 
of approximately 12%. With a load- 
ing for profit and contingencies of 
5% contained in the rate, this means 
a 7% loss on underwriting from 
this group of policyholders. 

Why, therefore, did the National 
Bureau and the other large com- 
panies come out with this type of a 
merit-demerit rating plan which to 
the extent of the merit rating part 
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of it has been proven unsuccessful 
and unsound in a number of past 
experiments, and to the extent of the 
demerit part is not practically feasi- 
ble in a competitive free insurance 
market? While, of course, I do not 
know either the reasoning or the 
deliberations of the committees which 
came up with this plan, but know 
only what all of us know from the 
official filings made with the various 
insurance departments which con- 
tain the mathematical calculations 
and the other data presented in sup- 
port of such filings, several unan- 
nounced reasons which may have 
been involved can be surmised. 

This filing completely disregards 
the possibility of failure of the 
demerit policyholders to pay the 
demerit charges, thereby throwing 
the indemnity fund out of balance. 
It is not likely that this thought did 
not occur to those who worked out 
this plan since they are all experi- 
enced insurance men. We all know 
that they were faced with the neces- 
sity of meeting competion of the 
direct writers who have been mak- 
ing such inroads into their markets 
that they have been practically elimi- 
nated out of the preferred automo- 
bile business. To get back into these 
markets, they had to offer to the 
public a rate competitive with that 
of the direct writers and at the same 
time assure themselves, under their 
agency system of operations, that 
they will get only the preferred risks 
at that reduced rate. 


Demerits 


The demerit part of this filing is 
an automatic safeguard against keep- 
ing on the books undesirable risks 
without creating agency problems. 
The merit rating portion of it is the 
inducement for the preferred mo- 
torist to return to the agency com- 
panies from the fold of the direct 
writers where he has been enjoying 
for years a saving of about 20% or 
more. In other words, the whole 
thing would appear to be a rate cut 
to the preferred motorists without 
at the same time reducing the ex- 
pense provisions on which the “de- 
viation” of the direct writers to a 
very large extent is based. 

Viewed realistically, this merit- 
demerit plan is just another move 

(Continued on the next page) 
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in the rate war between agency com 
panies and the direct writers for 
the preferred automobile insurance 
risks. The agency companies, unable 
to reduce their acquisition expenses 
to meet competition of the direct 
writers, have lost the preferred risks 
in the automobile insurance field and 
as a result have sustained large un- 
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derwriting losses. Unable to reduce 
their acquisition costs, they decided 
to recapture the preferred risks by 
cutting the rate for such preferred 
risks to a competitive level without 
at the same time making appropriate 
reductions in acquisition costs. 

This is obviously done in the hope 
that the improvement in loss ratio, 
together with some small part of 
the demerit charges which will be 
collected, will enable them to re- 
capture the preferred automobile 
risks without sustaining any greater 
underwriting losses than they have 
sustained heretofore. At the same 
time this would make available to 
their agency organizations competi- 
tively priced automobile insurance 
that would stop the erosion of these 
agency organizations to whom the 
loss of the automobile market rep- 
resenting 40% of the entire prop- 
erty insurance field is a 
threat. 


serious 


Allstate Plan 


That the above is a reasonable 
supposition is supported by the 
countermoves taken by one of the 
leading direct writers, the Allstate, 
who already announced their own 
merit rating plan. In essence, the 
Allstate merit rating plan is an at- 
tempt to price out the undesirable 
risks and to give the preferred risks 
another discount so as to counter 
the competitive new prices of the 
agency companies. 

Another reason why the merit- 
demerit plan had to be combined into 
one picture is the necessity of 
justifying rates under the all-in- 
dustry rating laws. It would be 
difficult for the agency companies to 
justify a rate cut represented by 
merit discounts involved in this fil- 
ing unless it could show to the com- 
missioners that they either reduce 
their expenses proportionately or 
else that they will collect from some 
other sources the amount necessary 
to make good these discounts. Since 
they could not show any reduction 
in expense provisions they ob- 
viously had to rely on the theo- 
retically collectible demerit charges 
to offset the rate reductions effected 
by the merit discounts. The same 
principle would apply to the Allstate 
filing where a reduction of 5% for 
each of three successive loss-free 


years is offered to the motorist re- 
ceiving a merit discount counter- 
balanced by the higher rates All- 
state probably will not collect in 
the majority of cases chargeable to 
policyholders who sustain losses. 
Again here is an effective rate cut 
without justification through a re- 
duction in expense provisions. 


What Is the Effect? 


What is going to be the effect 
on the public of these moves and 
countermoves in the rate war? Un- 
der the rather indefinite and difficult 
definition of the conditions for 
demerit charges in the plan of 
the National Bureau, there will 
probably be a running controversy 
between the policyholders, the com- 
panies, and the insurance depart- 
ments. In the long run, the chances 
are the plan will be modified to a 
simpler basis where the merits and 
demerits will be governed by loss 
payments rather than loss reports. 
In this respect the plan of the All- 
state is much more practical than 
the plan of the National Bureau. 
Faced with additional premiums of 
substantial amounts as a result of 
accidents, policyholders will be 
prone to withhold reports on small 
accidents, to dispute their liability, 
and to fight traffic tickets, convic- 
tions and damage suits much more 
vigorously than they have done here- 
tofore. This will clog up the courts 
and will complicate the enforcement 
of traffic laws. 


May Be Simplified 


While it is a little too early to 
say whether or not merit rating is 
here to stay, since under the existing 
rating laws further rate cuts by 
either side will be hard to justify on 
any other basis except through a 
theoretically balanced merit-demerit 
rating plan, it is doubtful that these 
plans will be withdrawn even though 
they may be simplified in their prac- 
tical application. With merit rating 
an accepted method of rating auto- 
mobile insurance, there will be fewer 
and fewer voices in the industry 
opposing this essentially improper 
and unfair method of rating and the 
public will get accustomed to it. It 
is, therefore, not unlikely that merit 
rating has finally come here to stay. 
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Common Endeavor—from page 31 


We have a common concern in 
legislative proposals at the Federal 
level which would, in one manner or 
another, and employing whichever 
of several approaches might be pro- 
posed, lead our nation into what 
could only eventually become a 
broad, all-inclusive national compul- 
sory health insurance system or a 
national health service, either of 
which could bring about serious al- 
terations in the quality of our med- 
ical care and adversely affect the 
economy of our country. 

Some the proponents of compul- 
sory health insurance point to the 
fact that the United States is the 
only country in the world which has 
not legislated some form of compul- 
sory health insurance. Yet, as I 
view the reports from around the 
world, I am not impressed that com- 
pulsory health insurance improves 
the quality of care or reduces the 
over-all cost—quite the contrary. 

Although you will hear praise for 
the National Health Service in 
Great Britain, I note with interest 
that it is not unusual for a doctor in 
an urban area to see one hundred or 
more patients per day, with a total 
patient list numbering from 2800 to 
3500. Elective surgery requires a 
waiting period of from two to three 
years because of over-crowded hos- 
pitals. The over-utilization of the 
prescription service has required 
drastic revisions in the original plan 
of free medicines for all. All of which 
makes me shudder to think of what 
would happen in this country under 
a similar plan. I would not like it 
for my family. 

Our good neighbor to the north 
of us has taken a major step towards 
complete coverage of health services 
by government. The Canadian pub- 
lic may regret that step but, gen- 
erally, the situation becomes politi- 
cally irreversible. Some problems 
which have arisen already are evi- 
denced by a headline in the February 
15, 1959 issue of The Financial 
Post, of Toronto: “GET READY 
FOR A $3 BILLION HOSPITAL 
BILL.” The March 17, 1959 issue 
of the Winnipeg Free Press carried 
the following headline: “HOSPI- 
TAL CLOSES WAITING LIST.” 
“300 IN LINE-UP FOR BEDS 
AT ST. BONIFACE. MISERI- 


CORDIA CANCELS SOME OP- 
ERATIONS.” One of the doctars 
told the Free Press: “Even if your 
patient has a heart attack, it is hard 
to get a bed for him.” 

However, legislative action in 
other countries, whether good or bad 
for a specific country, should not be 
the sole guideline for action in this 
country. No other country has an 
economy like ours and certainly no 
other country has ever had volun- 
tary health care programs, including 
insurance, to equal those in the 
United States. We should not de- 
stroy a system which has produced 
better health care for the general 
public than any other  socio-eco- 
nomic-political system in the world. 

To saddle the taxpayers with a 
Federal system in a field which can 
be handled more effectively by vol- 
untary effort should be unthinkable. 
Leaving aside the inevitable deterio- 
ration in the quality of care under 
compulsory health insurance plans, 
the cost of such programs alone 
could produce frightening results. 


Financial Burden 


Before examining costs of current 
legislative proposals, we should 
clearly understand that the Ameri- 
can taxpayer stands committed to 
tremendous obligations in the future. 
Naturally, we expect that our gov- 
ernment must spend huge sums in 
the increasingly expensive weapons 
race. However, the fastest growing 
item of government spending is not 
national defense, but social welfare 
programs. In 1953, federal welfare 
spending amounted to seven billion 
dollars, but for the fiscal year be- 
ginning July 1, 1960, it is anticipated 
that such expenditures will amount 
to more than twenty billion dollars." 

Most of the “foot in the door” 
legislation for compulsory, national 
health insurance is directed toward 
the provision of health care benefits 
under the Social Security Act. Al- 
though highly touted as legislation 
to solve the health care problems of 
the aged, generally the proposals fail 
to reach the segment of the aged 
population most in need, i.e., the 
elderly who are ineligible for Social 
Security. They would cover all per- 
sons over age sixty-five still em- 


40, S. News and World Report, February 8, 
1960. 
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ployed, but otherwise eligible for 
Social Security, and retired benefi- 
ciaries covered by voluntary health 
insurance or otherwise able to pay 
for health care. It is obvious that 
benefits are not directed to need al- 
though the needy elderly citizen is 
continually cited as the basis for the 
legislative proposals. 

Although there is a general mis- 
conception that Social Security taxes 
are insurance premiums, it must be 
recognized that the Social Security 
tax is a part of the total tax load on 
our economy. It is imperative that tax 
funds be used efficiently in the sense 
that they be directed to areas of 
established need. Otherwise we re- 
duce the capacity of our economy 
to support necessary governmental 


functions. FIRE AND GENERAL 


What is the tax burden which 
might arise from proposals to add INSURAN CE COMPANY 
compulsory health care benefits to 
the Social Security Act? Most of 
the bills introduced provide for an . REINSURANCE ” 
increase in the Social Security tax 
of %% of taxable payroll and, in 
most cases, it is proposed that the 
taxable payroll be raised to $6,000 
per year. However, the proposed 
tax increase is based on the assump- 
tion that the cost of the program 
will be in the neighborhood of one » * wk kk kk kk kk kKaekk kkk * 
billion dollars per year, which is the 
estimate of the Department of 
Health, Education, and Welfare as 
to the first year costs. Obviously, 
however, costs will rise in the second 
and later years as more persons be- 
come eligible for benefits and as 
health care costs increase. 
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Cost Estimates 


Competent actuaries in the health 
insurance field have made a more 
realistic projection of cost estimates 
into the immediate future. It is esti- 
mated that first year costs will range 
from 2 to 2.4 billion, but by 1980 it 
is estimated that the costs would be 
in the range of 6 to 7.6 billion in 
terms of 1960 dollars. If the pro- 
jected costs were expressed as an 
average over the long range, ade- 
quate financing would require from 
2.32 to 2.97% of taxable payroll at 
the $4,800 level. In other words, 
added to the statutory maximum 
Social Security tax of 9% to be ef- Executive Offices: 901 N.E. Second Avenue 
fective in 1969 for current benefits, at : 
we could have a total Social Security nenns,; Eerie 


* 
tax of 12% of taxable payroll. * HREM KKK HK MH HM MH HM HF 


(Continued on the next page) 
For September, 1960 


yO II OI III IO 
MOR RRR RR OK HK OF 





] 


Common Endeavor—Continued 
There is cause for real 
about the future of the basic Social 
Security program. Tampering with 
the benefit structure 
year could eventually produce such a 
burden upon the employed taxpayer 
that future generations will rebel 
against providing the taxes to sup- 


concern 


each election 


port the benefits which retired per- 


sons had been led to expect as a 
“right” throughout 
years, 

All of the voluntary health insur- 
ance mechanisms are making avail- 
able to the American public a means 
of protection against the cost of med- 
ical care. The common endeavor in 
which we are engaged is confronted 
with a real challenge to its future 
existence for, if health care benefits 


their working 
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are provided to all those eligible for 
Social Security benefits, it would ap- 
pear to be inevitable that such bene- 
fits be extended to those who are 
paying for them—the workers under 
age sixty-five. Not only must we 
continue to inmprove and expand 
our products but we must do a better 
job of informing the public as to the 
advantages of our voluntary system 
of health care and health care financ- 
ing. 

I can think of no more suitable 
closing statement than the one given 
by the Rt. Rev. Monsignor A.C. 
Dalton, Director of Catholic Hospi- 
tals, Archdiocese of Boston, in con- 
cluding his testimony at the Boston 
hearings of the Subcommittee on 
Problems of the Aged and Aging 
(McNamara Committee) of the Sen- 
ate Committee on Labor and Public 
Welfare : 

“In conclusion may I say, and | 
am in a position to say it since I now 
approach 65 years, please regard 
the aged as ordinary citizens until 
such time in the lives of the minority 
that they require financial care, 
counseling, hospitalization, or basic 
love. Compel familial obligation by 
law. It is done in the cases of depend- 
ent children and divorcees. But, 
above all else, let’s not rob the indi- 
vidual of his God-given rights to 
solve his own problems, to think and 
act for himself, to be as we all were 
some time back, rugged and respon- 
sible individuals. Let’s try to solve 
our filial responsibilities without 
dragging into the solution govern- 
mental agencies. 

“When the Government assumes 
all these roles, the knell of doom for 
our Nation has sounded. For weak- 
ness is thereby generated and weak- 
ness is the temptation for the strong 
to conquer us.” 


FORCED CANCELLATION 


THe NEvADA INSURANCE Depart- 
ment has issued a ruling to all agents 
and brokers in cases of the purchase 
of real estate or automobiles where 
there is adequate insurance which 
could be transferred to the acquired 
property. It notes that it is a viola- 
tion of the state’s statutes to force 
cancellation of such coverage and 
issuance of new coverage, 
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PART III—GENERAL EDUCATION 


QUESTION | 


“The price system which operates 
in a competitive free enterprise econ- 
omy safeguards economic democracy 
by making basic economic decisions 
through the interaction of many buy- 
ers and sellers in the market place.” 
(a) Explain carefully each of the 
basic economic decisions made in a 
competitive free enterprise economy. 
Your answer should show the way 
each such decision is made. 

(b) How would each of these basic 
economic decisions be affected by 
(1) the existence of monopoly in 
several of the basic industries, and 
(2) a marked change in the distribu- 
tion of income? Explain fully. 


Answer 
(a) .. Types of goods to be pro- 


duced, 
cision to be made in a competitive 


Perhaps the most basic de- 


free enterprise economy, as in any 
type economy, concerns what goods 
are to be produced with the human 
and material 
The resources possessed by any so- 


resources available. 
ciety may be used in various ways 
to produce different groups of goods 
and some mechanism must be found 
which will permit society to choose 
which of the many possible combina- 
tions of goods will be produced by 
the economic system. 

The decision, as to types of goods, 
is made in the competitive free enter- 
prise system by the interaction of de- 
mand and supply in the market place. 
First to be considered is that of de- 
mand. Individuals have many wants, 
but since they have limited resources 
with which to satisfy these wants, 
each individual consumer must de- 
cide for which of his many wants he 
is willing to spend his resources; 
that is, for which consumer goods he 
is going to register a demand. The 
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individual's demand for any con- 
sumer good depends on the intensity 
of his desire for the good, the amount 


of resources (represented by money ) 


which he has to spend, the price of 
the good, and the prices of other 


goods for which he may also spend 
his money. The sum of all consum- 
ers’ demands for a given good is the 
market (or total) demand for that 
product and ordinarily larger quanti- 
ties of a good will be demanded at 
lower prices than at higher prices. 

On the supply side, the producers 
and sellers of consumer goods must 
consider the costs of producing var- 
ious goods and the relationship be- 
tween these costs and the number 
of units produced. This relationship 
between cost and output at different 
levels of production is such that, be- 
yond a certain point, costs per unit 
rise as more units are produced. 
Therefore, larger quantities of a 
good are offered by the seller at 


higher prices than at lower prices 
because larger quantities can only be 
produced at higher unit costs. 

To summarize and synthesize the 
demand and supply influence, then, 
at very high prices relatively few 
units will be demanded by buyers 
and relatively large numbers will be 
offered by sellers. At very low 
prices, the reverse is true. However, 
somewhere in 
price at 


between there is a 
which the quantity de 
manded and the quantity supplied 
will be equal and this is the price at 
which the item will sell. Where de- 
mand is less than supply at all prices, 
the good will not be pre duced. Thus, 
interaction of demand and supply de- 


termines which goods will be pro- 
duced. 

2. How goods are to be produced. 
Another basic decision in any eco- 
nomic system is the method by which 
the goods will be produced. For 


(Continued on the next page 
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many goods, alternate methods of 
production are possible. In one 
method, for example, highly com- 
plicated machinery may be operated 
by relatively few workers. Another 
method may use relatively crude 
tools with larger numbers of workers 
employed. The alternative chosen 
depends upon the cost of the several 
methods. 

The cost of the method is depend- 

ent upon the relative abundance or 
scarcity of such things as machinery, 
materials, power, labor and other in- 
gredients of production. Costs are, 
in turn, determined in the market 
by the interaction of demand and 
supply for the factors of production 
(i. e., for land, labor and capital) in 
a manner similar to that described 
above for consumer goods. 
3. For whom the goods are produced. 
A third basic decision concerns the 
distribution of goods once they have 
been produced. For whom goods are 
produced depends on the prices of 
goods, determined as_ described 
above, and the resources of the vari- 
ous consumers. How many re- 
sources a person has governs his 
ability to buy goods and these re- 
sources depend in general on his 
ability to earn income. His income, 
in turn, depends on the factors of 
production he may have at his com- 
mand. In other words, his income 
depends upon his labor, the use of his 
tools or land which he owns and the 
prices which these factors command 
on the market. His income also de- 
pends on the profit he may receive as 
a result of business entrepreneurship. 
Incomes, therefore, are determined 
by the price-making processes in the 
market. 

In summary, demand and supply 
operating in many markets is con- 
tinuously deciding what is to be pro- 
duced, how it is to be produced and 
for whom it is to be produced. 
(b)(1) The existence of monopoly 
tends to counteract the free, competi- 
tive forces of demand and supply de- 
scribed above. In a competitive mar- 
ket, the existence of a large number 
of other sellers prevents any one 
seller from deliberately restricting 
supply and thereby raising price; 
and the existence of many buyers 
prevents any single buyer from low- 
ering price by withholding demand. 
The competitive market, therefore, 
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requires large numbers of buyers and 
sellers if it is to function properly. 
Where monopoly exists the monop- 
olist may be able, by restricting sup- 
ply, to raise price considerably above 
cost. The buyers then pay more for 
the same good than they would 
under competitive conditions unless 
the monopolist by virtue of large 
scale production is able to produce 
the commodity at such a low price 
that, even if he sells it well above 
cost, the price is as low or lower than 
it would be under competitive con- 
ditions. In any event, the existence 
of monopoly removes the safeguards 
of competition and subjects the buyer 
to the risk that the price he pays 
may be considerably higher than the 
cost of production and that the quan- 
tity of goods produced will be 
smaller than the seller could produce 
on his cost curve and still recover 
all of his costs plus a profit. (i. e 
the seller will stop producing at a 
point along his decreasing cost curve 
prior to the point where he could still 
recover all of his costs and also show 
a profit.) And if the seller produces 
this smaller quantity of goods, he 
will probably employ fewer workers 
than he could employ profitably. 
Moreover, he will tend to use less 
of all other factors of production than 
he could utilize efficiently. This, in 
turn, will tend to result in under- 
employment of resources in the econ- 
omy with an attendant lower national 
income. 
(2) A marked change in the distri- 
bution of income changes the answer 
to the question—For whom are 
goods to be produced. If the change 
is toward greater equality in income, 
then less luxury items and more sta- 
ple items of consumption will likely 
be produced ; if the change is toward 
less equality, the reverse effect will 
probably occur. Economic democ- 
racy assumes that every buyer will 
have some income to spend because 
a person with little or no income has 
little or no voice in determining 
which goods are to be produced and 
for whom they are to be produced. 
Extreme inequality is, therefore, in- 
compatible with economic democ- 
racy. And yet complete equality will 
tend to lessen incentives which drive 
persons toward extra effort and 
efficiency and will also threaten the 
competitive free market system. 
(Continued on the next page) 
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QUESTION II 


Early in 1959, the Administration in 
Washington went on record as fa- 
voring a balanced federal budget for 
Many 


members of Congress, however, have 


the approaching fiscal year. 


spoken in favor of increased expend 
itures for defense even though it will 
result in a deficit budget. 





(a & b) Explain the probable ef- 
fect(s) which a deficit budget aris- 
ing from greater spending for de- 
fense would be likely to have on: 

1. Unemployment, 

2. Inflation, 

3. Wage levels. 

In each case the answer must show 
the economic reasoning followed in 
reaching your conclusion. 

(c) Explain the specific alternatives, 
other than reduction in defense ex- 
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penditures, by which a balanced bud- 
get may be achieved. Explain the 
likely economic consequences of each 
alternative. 


Answer 


(a & b) 1. Effect on unemployment. 
Increased expenditures on defense 
are likely to raise the demand for 
military and related items and there- 
fore bring about an increase in the 
production of these goods with a net 
result of a probable increase in em- 
ployment in the industries producing 
these goods. Thus, unemployment 
would tend to decrease as a result of 
the increase in spending. Of course, 
it is assumed that this increase in 
spending is not offset by decreased 
spending elsewhere in the economy. 
2. Effect on inflation. The most 
probable effect of increased expendi- 
tures in an economy which is at or 
near full employment would be an 
increase in prices. An increase in 
demand under full employment will 
result in some increase in product as 
workers put in overtime and output 
of factories is expanded but it will 
also result in a tendency toward 
higher prices and therefore an in- 
crease in the general price level. If 
inflation is defined, in general, as a 
significant rise in prices then infla- 
tion will be aggravated by increased 
spending under conditions of sub- 
stantially full employment. 

x Effect on wage levels. As implied 
above, the increase in demand for 
labor in an industry or occupation 
experiencing no substantial unem- 
ployment is likely to increase the 
wages in that labor market. Where 
wages rise in an industry such as 
steel, automotive equipment, chemi- 
cals or heavy machinery, the effect is 
likely to be a rise in wages in other 
areas as workers move from one job 
to another or one industry to another 
or as wage increases in one industry 
set the pattern for rises elsewhere. 
However, if large scale unemploy- 
ment exists—particularly in defense 
industries—then increased expendi- 
tures could employment 
without any significant increase in 
wages. 


increase 


(c) Even if defense expenditures 
were raised, it would still be possible 
to balance the federal budget by (1) 
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decreasing other expenditures and/ 
or (2) increasing tax receipts. 

If other expenditures were re- 
duced to offset defense expenditures, 
demand for goods and for the fac- 
tors of production would tend to fall 
in some markets as they rose in the 
markets for defense items. Unem- 
ployment would tend to increase and 
prices drop in those areas where ex- 
penditures were cut but this unem- 
ployment would likely be offset, at 
least partially, by increased defense 
expenditures. If the offset is exact, 
then unemployment, price levels and 
wage levels would not be affected by 
the budget change which called for 
an increase in defense expenditures 
to be counterbalanced by an equal 
decrease in government spending in 
other areas of the economy. 

If the increased defense expendi- 
tures were financed by heavier taxa- 
tion, the federal government would 
thus reduce demand by individuals 
and business firms at the same time 
it was increasing its own demand. 
Again if the offset is exact, then this 
increase in defense spending could 
still result in a balanced budget. 
However, several factors will likely 
be at work to prevent an exact off- 
set. First of all, some of the tax 
money collected under the heavier 
tax would likely not have been spent 
if it had remained in the hands of 
the taxpayers. Thus, higher taxes 
would result in a net increase in 
spending with inflationary effects 
which, in turn, would hinder an at- 
tempt to balance the budget. More- 
over, the indirect effects of heavier 
taxation on the reduction of incen- 
tives would tend to preclude an exact 
balance between reduced non-gov- 
ernment expenditures and increased 
government spending. Furthermore, 
the type of tax would have an im- 
portant bearing on the achievement 
of an offsetting balance in expendi- 
tures in the economy. For example, 
an increase in excise taxes would re- 
sult in a very different level of non- 
government expenditures from that 
experienced by increased personal or 
corporate income taxes. 


Question Ill 

“A recent estimate placed the na- 
tional wealth at $1.5 trillion at the 
end of 1957. At the same time, gross 
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national product was estimated to be 
$435 billion while net national prod- 
uct was said to be slightly below $400 
billion with national income esti- 
mated at approximately $370 bil- 
lion.” 

(a & b) Define or explain each of 
the four underscored terms in the 
above quotation. Your answer must 
indicate the important 
which make up the total 
shown in each case. 


elements 


figures 


(c) Explain the process of capital 
formation and show whether capital 
formation is possible without some 
annual increase in national income ? 


Answer 


(a & b) The national wealth, at any 
time, is the money value of all eco- 
nomic commodities in existence at 


(Continued on the next page) 
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that point in time. This aggregation 
of commodities would include land, 
buildings, tools, equipment and ma- 
chinery and consumer goods, both 
durable and nondurable, but would 
not include services or human beings. 
Wealth is confined to material com- 
modities in existence at a given mo- 
ment regardless of when these com- 
modities were created. It is the total 
stock of material goods. 

The gross national product is a 
measure of income and represents 
the money value of all the commodi- 
ties and services produced in the na- 
tion over a specified period of time, 
usually one calendar year. It in- 
cludes both material commodities 
and non-material services and meas- 
ures not a stock of goods in exist- 
ence at one point of time but a flow 
of commodities and services over a 
period of time. 

Net national product equals gross 
national product less the allowance 
for the value of capital goods used 
up, in whole or in part, in making 
the G.N.P. If, say, $35 billion worth 
of buildings, machinery and equip- 


ment are used up creating a G.N.P. 
of $435 billion, the net national prod- 
uct would be $400 billion. This cap- 
ital consumption is referred to by 
accountants as depreciation. 
National income equals net na- 
tional product (N.N.P.) less in- 
direct business taxes (such as excise 
taxes) which increase the prices of 
goods but which are not costs of pro- 
duction in the sense that payments 
to land, labor, capital and business 
enterprise are so considered. Na- 
tional income, therefore, is the value 
of net national product before these 
indirect taxes are added. If these 
taxes are $30 billion, then with a 
N.N.P. of $400 billion, the national 
income would be $370 billion. 
(c) Capital formation takes place 
when some of the resources in an 
economy are used to create capital 
goods such as buildings, machinery 
and tools rather than using these re- 
sources to make consumers goods. 
If the amount of capital goods made 
is exactly equal to the amount used 
up in production, the stock of capital 
will not grow. If the new capital 
produced is greater than capital con- 
sumption, the nation’s stock of capi- 


tal will increase ; if new capital crea- 
tion is less than is consumed, the re- 
verse is true. 

Capital formation can take place 
even if there has been no annual in- 
crease in national income providing 
income is high enough for some re- 
sources to be diverted from consumer 
goods production to capital goods 
production. However, increasing na- 
tional income should facilitate capi- 
tal formation unless the income, even 
though rising, would still be too low 
to permit sufficient diversion of pro- 
duction away from consumers goods 
to capital creation. The ultimate 
effect, however, of capital formation 

-if it is greater than capital con- 
sumption—should be an increase in 
future national income as the new 
capital equipment results in 
panded production. 


ex- 


QUESTION IV 


During 1958, the United States ex- 
ported $2 billion in gold (about 10% 
of our gold stock) to foreign coun- 
tries. This rather substantial in- 
crease in loss of gold gave rise to 
some speculation concerning the 
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INSURANCE CLAIM DEPARTMENT REFERENCE WORK 


@ Prepared in close cooperation with the legal and claim representatives of 
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@ Every attorney listed has represented insurance companies and has been 
carefully and thoroughly investigated. 
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ability of the federal reserve system 
to maintain the stability of the cur- 
rency in the United States. 

(a) Explain carefully the role, if any, 
played by gold in supplying money 
and credit to meet the needs of the 
economy. Be specific. 

(b) What is the meaning of “bank 
money” and how can this be “cre- 
ated” by the banking system? Your 
answer must contain a description of 
the way in which this form of money 
can be created by the banking system 
to meet needs as they arise. 

(c & d) In order to maintain the 
stability of the currency in the 
United States, what direct controls 
are available to the banking authori- 
ties to keep the supply in proper bal- 
ance with need? Explain each bank- 
ing control carefully and show how 
it operates to (1) restrict bank 
money, and (2) expand it. 


Answer 
(a) Federal law requires that Fed- 
eral Reserve banks hold gold certi- 


ficates equal in value to at least 25 


For September, 1960 


The enterprise of the fine paper mills which 
sprang up along New England's fast-rushing streams 
in the early 19th Century made quality writing paper 
widely available at low cost for the first time. 
It is in this tradition that Peerless Insurance Company 
contributes today to the success of 
Independent Agents, with a portfolio of 
multiple-line coverages in the Bond, Fire, 
Accident & Health, and Casualty fields, 
contemporary to the needs of more of their clients. 


percent of (1) the Federal Reserve 
notes which they have issued and 
(2) the deposit liabilities of the Fed- 
eral Reserve banks. Thus, for every 
$140 of Federal Reserve notes it 
issues and for every $140 worth of 
its deposits, the Federal Reserve 
System must have $35 in gold cer- 
tificates. A gold certificate is a ware- 
house receipt for gold and $35 worth 
of gold certificates represent an 
ounce of gold. Gold, then, acts as a 
reserve against Federal Reserve 
notes and Federal Reserve deposits. 

Commercial banks, which are 
members of the Federal Reserve 
System, must maintain reserves in 
the Federal Reserve banks equal to 
a specified proportion of the mem- 
ber bank’s demand deposits. Since 
these reserves are the deposit liabili- 
ties of the Federal Reserve banks, 
the gold which is used as a reserve 
against these deposit liabilities be- 
comes, inditectly, a reserve against 
member bank demand deposits. 
Thus, under present requirements 
$100 in demand deposits in a com- 
mercial bank in Chicago necessitates 
a reserve of $18 in the Chicago Fed- 


eral Reserve Bank against which 
this reserve bank must hold $4.50 in 
gold certificates. In other words, 
$4.50 in gold acts as a reserve 
against $100 in bank money. 

If the nation’s .gold stock de- 
creases, less will be available to serve 
as reserve against (1) Federal Re- 
serve notes and (2) Federal Reserve 
bank deposits. A limitation on Re- 
serve bank deposits serves to restrict 
commercial bank deposits. A loss in 
gold, if large enough, would force a 
contraction or prevent an expansion 
in the money supply of the country 
through its action on bank reserve 
and, therefore, on deposits. (Of 
course, this restriction could be off- 
set by congressional action to lower 
gold reserve requirements. ) 

An increase in the country’s gold 
supply, on the other hand, makes 
possible an expansion in Federal Re- 
serve notes, bank reserves and de- 
mand deposits assuming there is an 
accompanying demand or need for 
additional funds in the economy. 
(b) By bank money, we mean de- 
posits of commercial banks. This 

(Continued on page |10) 





TRAVIS T. WALLACE 
President 
Great American Reserve 
Insurance Company 


EFORE DISCUSSING Great Ameri- 
| Reserve Insurance Com- 
pany’s reasons for entering the fire 
and casualty business, it is necessary 
to make a clarifying statement. First, 
a liaison or companion fire and casu- 
alty company refers to a completely 
integrated operation both in the 
home office and the field, and the 
writing of almost wholly personal 
and family coverage. If and when 
the company goes into the heavier 
lines it will use special men as in 
group insurance. 


Artificial Division 


The sharp division between life 
and property casualty insurance is 
artificial ; it was brought about origi- 
nally by historic operational con 
ditions that no longer exist. Histori 
cally because of a high degree of 
specialization in casualty companies 
and relatively poor reinsurance facil- 
ities, each agent had to represent 
many companies even for personal 
and family coverages. Today, this is 
no longer true; many companies and 
all fleets cover all important lines, 
and, because of adequate reinsurance, 
for almost any amount. Today a fire 
and casualty agent can operate with 
an exclusive or primary company, as 
a life salesman does, and, because of 
rapid communication, the company 
can take over some of the agent’s re- 
sponsibility and nearly all his paper 
work, such as issuing continuous 
policies, collecting renewal premiums 
and so forth. 

The division between life and fire 
and casualty insurance has for years 
been questioned and referred to as a 
disservice to both the salesman and 
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All Line Operations 


the public alike. [ don’t mean to 
imply there is a demand for a one- 
stop service. There was no demand 
for family group insurance or family 
income insurance until it was created. 
In 1955, Charles Zimmerman, talk- 
ing before the LIAA, predicted that 
in a few years most life salesmen 
would be selling fire and casualty as 
well as life. The late Bert Jaqua 
listed the needs for personal and 
family coverages in the order of their 
importance. This is his list in his 
order of priority; he thought one 
man could handle it all : 


1. Permanent and total disability 
2. Death 

3. Liability, auto 

4 

5 


Liability, personal 

Fire, residence 
». Temporary disability 
7. Death of wife 
8. Auto 
9. Robbery 

it is significant that the layman has 
never drawn sharp lines between fire 
and casualty and life insurance. To 
him insurance is insurance. He buys 
insurance for economic security. No 
matter what type of insurance he 
buys, he wants protection against 
loss of earned income and against 
loss of accumulated assets. What can 
cause these losses? Loss of earned 
disability ; prema- 
ture death and old age. Loss of Ac- 
cumulated Assets includes: hospital 
and medical care ; property loss, fire, 
theft, etc.; legal liability—for prop- 
erty damage or injury to others. 


income includes: 


A Balanced Program 


Every person needs a_ balanced 
program, including fire and casualty, 
not just a program of life insurance. 
Most people have a limited budget 
of $25, $50 or $100 a month to 
put into insurance and they need 
objective advice which they are not 


likely to get from either a life insur- 
ance salesman or casualty insurance 
salesman. 

With this as a prelude, here are 
the three primary reasons why a life 
company enters the fire and casualty 
field: first, to make a profit in the 
fire and casualty business; second, 
and more important, to accelerate 
growth in life and health insurance ; 
third, eventually it will get into the 
field anyway, so why not now? 

How can a profit be made in the 
fire and casualty business, especially 
in view of the underwriting problems 
of the business in the last few years ? 
Modern economy cannot operate for 
even one day without a sound fire 
and casualty industry. It cannot be, 
or remain, sound, unless long range. 
It is a profitable business. 


Less Effective 


While the premium income in the 
fire and casualty business has in- 
creased from $5 to $12 billion in a 
little over ten years, many companies 
in the business are, and will be for 
several years, handicapped by the 
essential but extremely difficult and 
painful changes they must make. For 
a few years at least, many of these 
companies will be less effective in 
competition than they otherwise 
might be. Their problems will be 
solved but it will take time. 

It seems inevitable that the explod- 
ing population of the 1960’s will 
bring with it unprecedented economic 
growth. Fire and casualty premiums 
should continue their terrific growth ; 
it has been predicted there will be 
from $20 to $25 billion worth of fire 
and casualty premiums sold in 1970. 

In addition to these outside con- 
ditions, there are other reasons for 
believing we could make a profit in 
the fire and casualty business: 


(Continued on page 100) 
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2. CLIENTS WITH GROWING FAMILIES can get protection 
for their growing needs with ‘ADD-ON.’ ‘ADD-ON’ riders are 
economical, easy to sell. And there’s ample opportunity 
to convert clients’ ‘ADD-ON’ riders to permanent insurance. 


1. YOUR ‘JUST-MARRIED’ CLIENTS can help cover their immediate needs 3. LIFETIME RETIREMENT INCOME. ‘ADD-ON’ can help you 
with a basic MONY policy. (There’s a discount if the face amount is $5,000 or plan your client’s future . . . assure him the right to 
more.) MONY ‘ADD-ON’ riders can help meet your clients’ anticipated future arrange for additional lifetime retirement income later, at 
needs, as their income keeps going up and their responsibilities increase. a price agreed on in advance when he buys the basic policy. 


MON Y ‘ADD-ON’ life insurance is the easier way for 
you to build a profitable, repeat business! 


Your clients will be coming back for more, when you BROKERS! FREE BOOKLET '$ 
sell them MONY ‘ADD-ON’ life insurance. ‘ADD-ON’ helps TELLS YOU ABOUT ‘ADD-ON’ 
MONY, Dept. FC-96, B’way at 55th St., N. Y. 19, N. Y. 


Please send — copies of MONY’s free 
“ADD-ON” booklet. 


them meet new needs more conveniently and economi- 


cally by adding on MONY riders to their basic MONY aes 
policy, subject, of course, to evidence of insurability and wives 
other reasonable qualifications. And your commissions oni ones 


Brokerage Name 


Mow. Or New Yorw a omy 


The Mutual Life Insurance Company Of New York, New York, N.Y 
Soles ond service offices ted throughout the United Stotes and in Canada the - 


easily convert your clients’ easy-to-sell ‘ADD-ON’ riders 
into permanent policies. When you sell MONY ‘ADD-ON,’ 


your clients’ coverage and your commissions grow! 
io) d oe) 
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| 
| 
don’t stop with the initial sale, because later on you can | 
| 
| 
| 
| 
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Sroup Insurance, Penson Plans, MOMY TODAY MEAN: MOREY TOMORROW! 
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DEPTH 
APE. ACH 


Everything but a course in hypnotism is included in Union 
Mutual's program for training men, and if we thought it 
would help build men better we'd soon have a resident mes- 
merist on our staff. We do believe in a depth approach, though, 
and our training team has made it pay off. This team, com- 
prised of an experienced Agency Manager, a Regional Agency 
Supervisor, and a Field Development Supervisor directs’ all its 
efforts toward building the man in the field — assisting him in 
all phases of his personal growth. 


Why do we call it personal growth? Because we're convinced 
that you create the salesman only by building the man. 
During our training process we make available the best sales 
tools and provide careful instruction, guidance and super- 
vision. The secret ingredients are consideration and under- 
standing of the individual. The result is a man of greater 
stature and income — a leader in his community and a credit 
both to himself and Union Mutual. 


UNIO ~ JTUAL 


America’s 8th Oldest Life Insurance Company 


Carleton G. Lane, Pvesident 
Home Office — Portland, Maine 


tail diimiidiics SICKNESS & ACCIDENT GROUP 


John R. Carnochan, Executive Vice President 
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1. Economy of operation results 
from entering a closely related busi- 
ness, and broadening a base of op- 
eration in the same area. Fire and 
casualty is just another department 
in the company, like group or health 
insurance. 

2. Companies that already have a 
seasoned management team in the 
home office and the field are using 
the same people for the fire and cas- 
ualty company, aside from clerical 
help. 

3. A seasoned sales force can sell 
fire and casualty insurance—it’s far 
easier than selling life insurance. 

4. Life insurance companies already 
have an established market for the 
fire and casualty operation: thou- 
sands of policyholders—and every 
one of them readily approachable by 
any life salesman. 

5. Through the parent life company, 
prestige in the insurance market has 
already been established. 

6. With all these advantages, ex- 
ternal and internal, a company is 
bound to make a direct profit from 
the fire and casualty business. 


Historic Operation 


Multiple line operation really got 
started in England right after World 
War I. In 1920, one of the largest 
English life companies entered the 
property and casualty field and in 
that same year, one of the largest 
property and casualty companies en- 
tered the life field. In 1958, the orig- 
inal property and casualty company 
passed the original life company in 
life premiums, and in the same year, 
the original life company passed the 
original property and casualty com- 
pany in property and casualty pre- 
miums. 

A far greater motivation than 
the direct profit for a life com- 
pany entering the fire and casualty 
business is a belief that the addition 
of fire and casualty will bring about 
renewed vitality throughout the com- 
pany, resulting in an important jump 
in rate of growth. 

Life Insurance Agency Manage- 
ment Association’s comparative 
study covering twenty-five years 
showed that on the average the life 
companies writing other lines— 
group, accident and health, industrial 
and pension trust,—grew in ordinary 
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... here’s how to be one for LIFE! 


You can also become proficient in life insurance . . . and 
earn substantial extra commissions . . . with Connecticut 
Mutual Life’s time-tested program for fire-casualty men. 

For 35 years CML fieldmen and home office staff have 
done the specialized job of helping fire-casualty men sell 
life insurance. 

Hundreds of fire-casualty men representing Connect- 
icut Mutual Life sell from $50,000 to $250,000 in life 
insurance every year. By putting into selling life insurance 
the time you now spend on small, unprofitable clients you 
can add substantially to your income with no increase in 
overhead. Here’s how CML’s program helps you: 

1. How to find prospects and their needs for life insurance 
among clients and prospects who already know you. 
This prospecting method is based on years of testing 
in fire-casualty offices, and it works. 

. How to publicize your life insurance service. Tested 
sales aids get inquiries. Other pre-condition clients and 
prospects so you'll get favorable interviews and reac- 
tions. Experienced life insurance specialists designed 
this material. 

Personal selling procedures that are easy to use and 

really work. Anyone who can make a property insur- 

ance survey can quickly learn CML’s sales methods 
and use them with competence and confidence. 

. Fieldmen with years of experience in helping fire- 
casualty men sell life insurance are on call from CML’s 
86 offices, countrywide. 


VALUABLE FREE BOOKLETS 
Two booklets, “A Plan to Help General Insurance Men 
Sell Life Insurance” and “Seven Ways It Pays” tell how 


to increase your net income by thousands a year with 
CML’s help. We do the clerical work. You increase the 
average size of your accounts and make your relations 
with your clients even more secure. 

These booklets are yours for the asking, without the 
slightest obligation. They have guided hundreds of fire- 
casualty men toward bigger net profits. They can help 
you, too. Send for your copies, today. 


Here’s What R. E. H. Wrote 
“The fine service provided for my policyholders by your 
agency and the Connecticut Mutual has given me a 
great sense of security in maintaining client good will.” 
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Connecticut Mutual [Life 


INSURANCE COMPANY + HARTFORD 
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| Connecticut Mutual Life Insurance Company B-9-0 
| Hartford, Connecticut 


1 Please send me, without cost or obligation, your booklets, “A 
I Pian to Help General Insurance Men Sell Life Insurance” and 
| “Seven Ways It Pays.” 

| 

l Name 
| (PLEASE PRINT) 





| Street 
| Town 
| or City 











Permanent Life Insurance 
NEW 
STEP-UP PLAN... 


Offers the advantage of level-premium 
insurance — with a lower initial payment 
which builds up gradually, over a 
five-year period, to a level premium. 
HERE’S HOW IT WORKS: 
$10,000 life insurance for man age 30 
First year premium $57.80 

Gradually increasing in amount each 
year until the fifth, when the premium 
levels off at $177.20. 


Call our local office for sales information 
and further details. Connecticut General Life 
Insurance Company, Hartford. 


Not available in Massachusetts or Missouri 


CONNECTICUT GENERAL €@s5 


Life | Accident | Health | Group Insurance | Pension Plans | Reinsurance 
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LIFE OPPORTUNITIES 
FOR 
CASUALTY AND FIRE INSURANCE MEN 


If your premium income is off or 
not increasing fast enough to suit 
you, write Kansas City Life Insur- 
ance Company. We can show you 
how to build it up quickly. It is an 
ideal solution now being used by 
hundreds. 


Cc. W. Arnold 
Vice President and Superintendent 
of Agencies 


KANSAS CITY LIFE 
INSURANCE COMPANY 
Box 139 
Kansas City 41, Missouri 
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life three times as fast as the strictly 
ordinary life company. 

Aside from this rather intangible 
and important gain, there are other 
tangible and solid gains that are pre- 
dictable from multiple line opera- 
tion : the addition of fire and casualty 
insurance will make it easier to re- 
cruit quality men; it will be easier 
for a prospective salesman to imagine 
himself approaching a prospect on 
automobile insurance than life insur- 
ance as the public image of the fire 
and casualty agent is one of dignity 
and stability. Financial and other 
attendant losses will be reduced by 
improved survival rates, by giving 
the salesman a broader market, addi- 
tional commissions, enhanced pres- 
tige and by boosting his morale by 
increasing frequency of his sales. 


More Salesmen 


In addition to improving recruit- 
ing and increasing the survival rate, 
a company can use more salesmen 
in a given territory. Last, and most 
important, the fire and casualty busi- 
ness will be a plus business, not low- 
ering the salesman’s life or health 
insurance productions, but increas- 
ing his life and health production. 

Although every life company that 
has entered the health insurance 
business had as its most unnerving 
and universally shared fear that 
health insurance would reduce the 
individual salesman’s and the com- 
pany’s life production, this is not 
historically true. On the contrary, 
the evidence is clear that it not only 
did not reduce the life production of 
the life company, or the salesman, 
but that in many cases, life produc- 
tion actually increased. 


Two Additional Reasons 


Great American Reserve Insur- 
ance Company entered the fire and 
casualty business for two additional 
reasons : 

First, we knew that some of our 
salesmen were already brokering fire 
and casualty insurance, and it was 
our considered opinion that, sooner 
or later, most of our salesmen would 
be selling fire and casualty for some- 
body, and, since we were financing 
(Continued on page 104) 
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Attractive — The new Factual — Open them up and you have 

Employers’ Life pocket-size the complete story of the prospect's prob- 

sales aids are appealing to the lems and their solutions. Plenty of facts. ‘ 

eye... interesting to prospects. Plenty of good, sound sell. Practical — Open them up still further and 
you get closer to the sale. The rates are easy 
to read. The protection is clearly defined. 


Complete — All Employers’ Life 
sales aids are complete with the 
clincher .. . a concise 
application that is easy to 
fill out and close the sale. 
Employers’ Life sales aids that make > 
it easier for Agents to sell are available 
on The Home Protection, Complete Home 
Protection, Family Protection, Even Dollar, 
Automatic Estate Builder, and Major Medical 
Expense Plans. Write, or call, today for copies 
of these sales aids. 


» bmployers Life . 5 


( 5 
INSURANCE COMPANY OF AMERICA\ Pa 


EXECUTIVE OFFICE: 110 MILK STREET, BOSTON 7, MASSACHUSETTS 
ONE OF THE EMPLOYERS’ GROUP OF INSURANCE COMPANIES 
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housing, supervising and training 
them, it seemed better that this some- 
body be us. 
Second, we felt that if selling fire 
and casualty can increase life and 
health insurance production, it was 
more likely to happen under our 
direction than another company. 
And, even if selling fire and casualty 
is actually harmful, it would probably 
be less harmful under our direction. 


The trend of life salesmen to fire 
and casualty seems definite; for ex- 
ample, in 1957 LIAMA made a 
survey among “full time” life sales- 
men and found in three test cities 
this percentage of the life salesmen 
licensed to sell fire and casualty: 
Chicago 68 per cent, Philadelphia 35 
per cent and Denver 32 per cent. 

It is Great American’s belief that 
in a few years multiple line operation 
will become universal, and so there 
are many advantages to entering 





Crown LIFE’s 
GUARANTEED | 


EQUITY 


PLAN 


a Soaring Sensation for the Sixties. 


The unique plan that was designed and demanded by 

leading brokers throughout the United States. 

High Cash Values from the second year 
... life insured cash values to 65 
and completely guaranteed in one low rate. 
No Dividend Doubts .. . No sliding rates. 
Perfect for Savings Plans with guaranteed growth 
Split Dollar Plans with a guaranteed face amount 

Self-financed Plans with minimum deposits... maximum flexibility 


Programmed Plans that incorporate 


Family Protection and retirement income 


When it’s new 
in town 
It comes from 


CROWN 


TO 
ADDRESS 


CITY 


TO: Brokerage Development Dept., 
Crown Life Insurance Co., 
120 Bloor St. East, Toronto, Canada 


Please send me Crown’s Guaranteed Equity Plan for 
Split Dollar 
Self-financed Plan 


| Savings 


{] Rate and Values Card 


Not yet available in Massachusetts or Illinois. 
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now: first, the inevitable rapid 
growth of fire and casualty in the 
next few years ; second, the competi- 
tive handicaps under which some fire 
and casualty companies will be oper- 
ating in the next few years; and 
third, getting in before the greatest 
competition starts from the larger 
life companies. 


REAFFIRMS PRINCIPLES 


THE NEW YORK LIFE has informed 
its field forces that “a policyholder 
who does not nominate an agent or 
broker of record” in the direct writ- 
ing of group insurance “receives no 
premium abatement and no increase 
in dividends.” The company also 
stated that it has written very few 
group policies on which an agent or 
broker has not been named. 

The company further said, “We 
have never departed from this prac- 
tice and we feel strongly that no 
incentive should be created directly 
or indirectly to encourage a deci- 
sion not to nominate an agent or 
broker of record.” 


"GUIDING PRINCIPLES" 


A NEW SIX-PAGE folder issued by 
the National Association of Invest- 
ment Companies outlines the public 
responsibility of investment com- 
panies and life insurance under- 
writers. It is entitled “Statement of 
Guiding Principles for Life Under- 
writers and Investment Companies.” 
The purpose is to aid life under- 
writers and those offering invest- 
ment company shares to “carry out 
their proper responsibilities in their 
dealings with clients, with each other, 
and with other financial counselors, 
and with the general public, so that 
our industries may continue, even 
more effectively, to cooperate in the 
public interest.” 


BENEFITS INCREASED 


NEARLY $1,000,000,000 of life in- 
surance benefits was paid out as 
income to policyholders and bene- 
ficiaries last year by the life insur- 
ance companies, the Institute of Life 
Insurance reports. This was $140,- 
000,000 more than the amount paid 
out as income the year before. 
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Selling's Always a Full 
Time Job 


[ did my level best to get the 
salesman with whom I was riding 
along in his $5,000 motor car to 
open up and discuss some of the 
subjects that men like to talk about. 
He refused my bait. He rode along, 
silent. I began not to like him. “I 
am stuck with a grouch,” I told my- 
self. “Three days with a macaroon 
like that! Deliver me .. .” 


So we started calling. Always the 
same devotion to purpose. Always 
the same concentration on a single 
goal. He was pleasant enough, you 
understand, pleasant but dedicated. 
[ was along for the outing, so I just 
kept still, but I still didn’t like him. 
I thought he should have opened up. 


I tried again at dinner. No, he 
hadn’t read a certain book, then a 
best seller. No, he wasn’t familiar 
with a well-known TV program. No, 
he hadn’t seen a certain movie... 


At length, feeling I had nothing 
to lose by it, I smiled at him and 
asked, “What do you do with your 
spare time?” 


“What spare time?” he countered. 
“T have no spare time. I work. And 
selling is a full time job.” 


Then it came to me that I wasn’t 
in the presence of a gloomy gus, a 
misanthrope, an odd ball, but of a 
man who had evaluated and saw 
clearly that if he wanted to achieve 
his goals in selling, he’d have to 
give up something. 

So he gave up the fripperies of 
life, as he later explained it, and was 
concentrating on the things that he 


had decided were the most impor- 
tant. 


[ began to like him. 


For September, 1960 


“When I started in as a sales- 
man,” he explained to me, once I 
had broken him down and it was 
after 9 p.m., so he could make no 
more calls that day, “I saw that I 
wasn’t a part-timer like so many 
men. I envy a salesman who can 
put on and take off his selling like 
a vest, go from selling into some 
lighter subjects. I’m not that way. 
With me it’s everything or nothing. 

“So I consciously make the choice : 
I will retire in 20 years. They will 
still be writing and publishing books 
then; TV will still be on the air, 
and I confidently expect that the 
movie makers won't be out of busi- 
ness. Then I'll get my share. Till 
then, I am going to be just a big dull 
guy, concentrated on one job—doing 
the best of that job I know how.” 

It’s easy to understand a man like 
that, devotion like that, and I have 
already confessed I didn’t think so 
much of him as a companion. To 
tell you the truth, he isn’t the kind 
of a companion you would choose, 
and the three days we spent together 
are among the most boring I can 
recollect at any time in my life. But 
they were also the most informative. 


They taught me the importance 
of concentration in selling—showed 
that selling, as this man said, is in- 
deed a full time job. 


Maybe a Middle Ground 


Now, although this concentration 
will make for greatness, I’m rather 
inclined to think that most salesmen 
would prefer to take a sort of middle- 
of-the-road course—be extremely 
devoted part of the time, when it 
counts, but leave little areas in their 
lives for fun and light and gaiety, 
which I take it are likewise impor- 
tant things for a salesman to have. 

I remember reading somewhere 
of a gravestone in a cemetery in 
England, the epitaph of which reads: 
“HERE LIES THE BODY OF 
JOHN JONES. BORN A MAN, 
DIED A GROCER.” I personally 
don’t want that sort of thing said 
about me. I like better the story of 
a youngster whose tycoon father, 
interested in baseball, was urging 
him to become a pitcher. The boy 
said he’d rather play out in center 
field. “Why?” the father demanded. 
“Because out there between plays 
you have a little time to pick daisies,” 
said the boy. 

By all means concentrate. By all 
means give the job your best while 
you are on the job. 

ut off the job take time to cul- 
tivate some of the human values, 
without which human life is mean- 
ingless. I have said that my too- 
concentrated salesman is a successful 
salesman. So he is. But he isn’t 
nearly as. successful, on the basis of 
actual sales and earnings, as half a 
dozen other salesmen I know, who 
have taken a little time out to “pick 
daisies.” 

Here, as in other things, a middle 
ground seems best. 
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largely useless as a social factor and 
economic function. 

In its one-sided preoccupation 
with defense of drivers and its total 
neglect of innocent victims, the in- 
surance industry is not living up to 
nearly its full potential as an expo- 
nent of free enterprise. Since, fur- 
thermore, it cannot suggest means, 
methods and organizations to take 
care of automobile victims and their 
needs other than “the government” 
—-since it prefers to go on acting as 
if such problems were neither vast 
nor acute— it directly invites gov- 
ernment intervention and usurpation 
of the entire field. Socialized insur 
ance would emerge, through the de- 
fault of impotent factors of private 
enterprise. Few outsiders would shed 
early tears, until bureaucracy would 
prove itself even worse. 

This is the area where a soul 
searching is both in order and long 
overdue. The process should center 
heavily upon a re-examination of our 
own usefulness, our object in life, 
our “raison d’étre.” Far be it from 





me to suggest that we give up and 
write off altogether—in one single 
stroke of the pen—the entire concept 
of negligence upon which legal lia- 
bility rests in the field of third party 
claims. But, I would make a begin- 
ning and take a few steps. 


1. We should all study rehabilitation, 
and top management not the least, 
followed by all claims personnel, then 
underwriters and ultimately P.R. 
people ; the first to inspire, the sec- 
ond to become experts, the third to 
be proud to know and the fourth to 
shout about it. We should observe 
rehabilitation at work, recognize its 
many applications, its working prin- 
ciples and the basic elements of 
physical medicine upon which it 
rests. In order ever to be in a posi- 
tion to “sell” rehabilitation to any- 
body, to a victim or the public at 
large, we must all know and under- 
stand it, to the point where it be- 
comes second nature. This is ele- 
mentary. It applies to all products 
and all sales efforts. It does not form 
part of salesmanship. It is the very 
ground upon which it rests. 


2. We should bring home to the 
public—policyholders and _ victims 
alike—the very simple and_ basic 
truth that money alone does no one 
any good and cures no ills. Money 
is only as good as the service it buys, 
and the best service—this modern 
day and age—to cope with serious 
injuries and their resultant disabili- 
ties, is rehabilitation. And, we 
should tell the story of rehabilitation, 
at length and in detail, illustrated 
with actual case histories, singing 
its praise as its dramatic record truly 
deserves. After all, in the medical 
profession itself there are traditional 
concepts which strictly curb “blow- 
ing of our own horns.” This is where 
the insurance industry could come 
in naturally, with reciprocal benefits 
all too obvious to belabor. 

3. The insurance carriers would do 
well to identify themselves with 
something other than money. And, 
here we are right back where we 
started, at the very heart of public 
relations: it is a basic and absolute 
principle of any and all public rela- 
tions concepts that the “popularity 
candidate” must be associated and 
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identified with a clearly defined 
product or service. What is more, 
such identity should preferably in- 
volve human values, with their warm 
appeal to emotions and _ instincts. 
Being identified only with money 
can be downright disastrous. While 
it lacks warmth, it has universal ap- 
peal in the extreme, if only because 
anybody can use it and is anxious 
to get it on any pretext. It kindles 
appetite and virtually invites attack, 
out of common greed and envy. 
Therefore, we should gradually de- 
velop the theme that—as far as 
major automobile injuries are con- 
cerned—we are in the business of 
offering rehabilitation rather than 
money. Rehabilitating a victim is 
our primary and immediate objec- 
tive. It has the advantage of being 
of use and value only to those genu- 
inely injured. Money is secondary 
and comes later, largely serving to 
substitute for earnings during the 
rehabilitation period and to compen- 
sate strictly for residual damages 
once these have been brought down 
to clearly defined and irreducible 
minimums, through rehabilitation— 
of course. 
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4. Offer rehabilitation in specific 
cases—starting with those where 
liability is quite clear and where 
injuries suffered are very severe— 
and be sure to do a topnotch selling 
job, using every means of persuasion 
to have our offer of help accepted as 
quickly as possible. To have success 
in this selling effort, we must ap- 
proach it sincerely, with real interest 
in getting the victim well and with 
the conviction that rehabilitation can 
actually do the job. 

5. Gradually—as savings associated 
with rehabilitation become apparent 
and aggregate economies are ef- 
fected, we should expand its use to 
cases where liability is not obvious, 
but where injuries are sufficiently 
severe to threaten crippling disabili- 
ties, and where a suit is probable and 
liability possible, if only because of 
sympathy naturally evoked by pa- 
thetic appearances. 

6. Scattered efforts on the part of 
individual companies in_ isolated 
areas might meet with limited suc- 
cess, for the simple reason that people 
generally don’t know much about 
rehabilitation. It is hard to sell even 
the best of products to the most likely 
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prospect, until the public generally 
has become aware of it and a fairly 
common desire has been created, if 
only to try it out. Therefore, the 
insurance industry might do well to 
join forces in selecting a suitable test 
area, to run a pilot project, utilizing 
intensively all means of public infor- 
mation, publicity and persuasion, a 
veritable crusade of a campaign, as 
a laboratory test of trial, error and 
learning. 

7. Let us all join forces in support- 
ing rehabilitation, sponsoring re- 
search activities and contributing 
towards creation of increased train- 
ing facilities, both vitally needed and 
clearly defined. Let us publicly hail 
the arrival of the rehabilitation age 
and praise those who made it pos- 
sible in one way or another. But, 
let us not for ever sit around idly 
waiting for the death of those who 
fortuitously combine riches with both 
vision and dedication, leaving in 
their wills money to carry on recent 
and spectacular gains. 

This leads us directly back to our 
P.R., efforts and desires. Public 
relations are nothing but human 

(Continued on the next page) 
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Being Human—Continued 
relations—stretched, expanded and 
gently commercialized. They start in 
the heart. A profit motive is anath- 
ema, in and by itself. While we 
need not hide our profit motive, we 
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should treat it only as an ultimate, 
obvious and just award for services 
performed and usefulness demon- 
strated, and it is the understanding, 
acceptance and respect of the latter 
which we should directly cultivate. 

If we had nothing but profit in 
mind, we could surely find greener 
pastures than those of automobile 
liability insurance. We must recog- 
nize and appear more constantly 
aware of having a certain basic func- 
tion to perform, a social and eco- 
nomic role to play. Our profits must 
be connected with that function and 
the proper performance of it. We 
must learn to understand and to act 
on the knowledge that in all fields 
of business there is a long run rela- 
tionship between profit margins and 
degree of usefulness. 

Dealing, if only indirectly, with 

bodily injuries, we must, above all, 
create within ourselves genuine in- 
terest in human beings and demon- 
strate equal respect for human 
values. For our particular public 
relations efforts these are basic in- 
gredients for deserved success, the 
only variety that lasts. What possi- 
ble objective could be closer, what 
association more natural than an 
intimately working relationship be- 
tween insurance and rehabilitation ? 
What the two concepts can do for 
each other will only be outweighed 
but what they can jointly do for needy 
and desperate victims. 
9. We should join forces “across 
party lines” within our entire field 
of the insurance industry and estab- 
lish an Insurance Fund for Rehabili- 
tation. That such cooperation is 
possible is proven by the recent 
establishment of the Insurance In- 
stitute for Highway Safety. The 
latter is a creation of great statesman- 
ship doing the industry honor and 
holding great promise for the future. 
We know, however, that accidents 
will continue and produce injuries 
on a large scale. We would do very 
well indeed if we could stop or even 
slow the rising number of such ac- 
cidents, in the face of sharply ex- 
panded motor vehicle registrations 
and the enormous increase in the 
number of youngsters reaching the 
age of eighteen in the decade ahead 
of us. 

Clearly, we have a duty to recog- 
nize by actively opening a “second 
front,” namely, by tackling the prob- 


lem of bodily injuries which will 
continue to occur on our highways. 
In establishing an Insurance Fund 
for Rehabilitation, we would emulate 
and benefit from the experience of 
the Life Insurance Industry which 
grouped together to establish its 
Medical Research Fund some fifteen 
years ago. Through this fund nearly 
11.5 million dollars have been con- 
tributed to support the fight against 
heart disease. Such grants aggregate 
over one million dollars annually at 
the present time, in addition to which 
seventy life insurance companies 
contributed an aggregate of over 
$325,000 in 1959 to the National 
Fund for Medical Education (the 
entire capital stock casualty insur- 
ance industry made nine gifts aggre- 
gating $8,000 to the same fund in 
59). 

The Medical Research Fund of 
the life insurance industry was con- 
ceived largely as a means of improv- 
ing public relations. By doing a 
collective job of this character, pool- 
ing their resources in one area under 
expert guidance, the countless mem- 
ber companies recognized that they 
could do a much more effective job 
than by spreading their activities in 
many different areas. 

Rehabilitation is waiting for the 
same recognition, madly needing 
parallel stimulation. This situation 
creates for us an industry challenge 
which is as much a duty as it is an 
opportunity. In this connection, it 
may be well to remember the amount 
of advertising needed to promote the 
continued acceptance of the most 
common products. It should be 
obvious that rehabilitation, which is 
a new and abstract concept—neither 
visible nor tangible—needs even 
greater promotion to gain the recog- 
nition and acceptance which it justly 
deserves. 

Gradually, as our thoughts develop 
and actions spread in this field, we 
will become identified in the public 
mind—in sharp contrast to the pres- 
ent—with purposes and philosophies 
for which we could be both proud 
and justly famed. These might be 
stated, as follows: 

Our aim: To be useful. 

Our policy: To be constructive, to 
the limit of our contract; and 
to be helpful beyond. 

Our credo: To be Human 
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C.P.C.U. Questions—from page 97 


money is created by a commercial 
bank through the simple process of 
entering in the bank’s ledger a book- 
keeping credit in the name of the 
depositor. If a commercial bank en- 
ters a credit of $100 for Mr. “A” in 
his demand deposit account, then Mr. 
“A” may draw checks up to $100 to 
pay bills, purchase goods or for some 
other purpose. The bank may create 
a deposit either in exchange for cash 
or as part of a loan to an individual 
or firm. Most demand deposits are 


created in connection with loans and, 
therefore, demand deposits tend to 
increase as the volume of business 
increases and businessmen need 
money to expand operations. A bank 
must, of course, limit the amount of 
deposits it creates through the lend- 
ing process because some of these 
demand deposits will have to be paid 
off in cash either to the depositor or 
to another bank which presents the 
depositor’s checks for payment. 
Another limit on the bank’s ability 
to create demand deposits is the re- 
serve requirement described above. 
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(c & d) The Federal Reserve au- 
thorities may lower or raise the re- 
serve requirements and thereby re- 
quire smaller or larger deposits by 
the member bank in the Federal Re- 
serve bank of its district. For ex- 
ample, if the requirements were 
16 2/3%, the commercial banking 
system would be able to create $6 
worth of demand deposits for every 
dollar of reserve in the Federal Re- 
serve banks. If the requirements 
were raised to 20%, the banking 
system could now create only $5 
worth of demand deposits for every 
$1 in reserve. On the other hand, a 
lowering of the legal reserve require- 
ment would allow for an expansion 
in demand deposits. 


The Federal Reserve System may 
also sell or buy government secu- 
rities on the open market through its 
Open Market Committee as a means 
of affecting bank money creation. 
For example, if it sells bonds the 
purchasers will likely pay for the 
bonds by checks drawn on their com- 
mercial banks. The Federal Reserve 
bank of the district will, in turn, de- 
duct the amount of the check from 
the member bank’s deposit (reserve ) 
and, by lowering its reserve, decrease 
the ability of the member bank to 
create money. If, however, the Fed- 
eral “ramon System buys bonds it 
pays the sellers with checks drawn 
on itself. These checks are deposited 
in member banks who, in turn, de- 
posit them at their Federal Reserve 
bank and thereby increase their re- 
serves and their ability to create 
money. 


Finally, member banks may occa- 
sionally borrow reserves or Federal 
Reserve notes from the Federal Re- 
serve System in order to expand 
loans. If the rate of interest charged 
by the Federal Reserve bank, 
ferred to as the rediscount rate, is 
low then member banks may feel en- 
couraged to borrow ; if the rediscount 
rate is high, however, it will not be 
profitable to borrow from the Fed- 
eral Reserve. Member banks are 
thus discouraged from expanding de- 
posits by means of obtaining loans 
from the Federal Reserve System. 
In addition, increases in the discount 
rates serve as a warning to member 
banks that the Federal Reserve au- 
thorities are concerned about bank 
money expansion. This form of 
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moral suasion then acts as a further 
deterrent to expansion. 


QUESTION V 


Near the end of 1958, the French 
government changed the dollar-franc 
exchange rate from 420 to 493.7 
francs to the dollar in the hope that, 
among other things, this action 
would enable France to compete 
more favorably with other members 
of the European Common Market. 
Intense inflationary pressures within 
France were reported to be a major 
reason for the rate change. 

(a) In a free world market, with no 
governmental restrictions, how 
would the rate of exchange between 
two countries be determined if it is 
assumed that gold is not used to 
settle trade balances. Explain fully 
the factors which establish the ex- 
change rate between the two cur- 
rencies. 

(b) How does the principle of com- 
parative advantage effect the ex- 
change rate between two countries? 
Your answer must include a descrip- 
tion of the way in which this prin- 
ciple operates in international trade. 
(c) Explain carefully whether the 
French action in 1958 (1) would 
help French manufacturers compete 
more favorably with business firms 
of other countries of the European 
Common Market, and (2) would 
tend to retard the growth of inflation 
within France. Be specific in each 
case. 


Answer 


(a) In a free world market, many 
goods would be purchased by buyers 
in one country from sellers in an- 
other country. For example, United 
States buyers would purchase goods 
from British sellers and British buy- 
ers would purchase our products. 
U. S. purchasers would need pounds 
sterling to acquire British goods and 
the British would need dollars to buy 
our products. For Americans to ob- 
tain (demand) pounds, they would 
have to offer (supply) dollars. These 
pounds would be supplied by British 
purchasers who wanted the dollars. 
The dollar price of pounds would 
be determined by supply and de- 
mand; that is, by the demand for 
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pounds—which comes from Ameri- 
can demand for British goods—and 
the British supply of pounds—which 
comes from the British demand for 
dollars to purchase American goods. 
Thus, the demand of each country 
for the other country’s products be- 
comes the demand of each country 
for the other country’s money and 
determines the rate of exchange in 
the absence of gold flow and under 
free market conditions. This expla- 
nation applies primarily to the trad- 
ing of commodities and services be- 
tween nations although securities 
also could be bought and sold with- 


out affecting the validity of the ex- 
planation. 

(b) The principle of comparative ad- 
vantage determines which goods will 
be imported and which goods will be 
exported by any country. Suppose, 
for example, that in the U. S. a pair 
of men’s shoes costs $10 and a man’s 
coat costs $5. Therefore, one pair 
of shoes is equal in dollar value 
(cost) to two coats. Suppose, fur- 
ther, that in England each product 
costs £3, so that one pair of shoes 
equals in value (cost) one coat. If 
we assume that only these products 


(Continued on the next page) 
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and two countries are involved in in- 
ternational trade, it is readily seen 
that a pair of shoes is worth twice 
as much in terms of coats, in the 
U. S., as it is in England. 

Since the English can get more 
coats for their shoes in the U. S. than 
at home, they will likely export the 
shoes to America and import the 
American coats. For the same rea- 
son, American traders will export 
coats to England and import English 
Both benefit 
if England concentrates her re- 
sources in the production of shoes 


shoes. countries will 


and trades some of these shoes for 
American and if the 
U. S. makes only coats and trades 
some of them for English 
England thus has a comparative ad- 
vantage over the U 


made coats 


she CS. 


. S. in the produc- 
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tion of shoes while the U. S. has a 
comparative advantage over England 
in the production of coats. 

Just how many shoes will ex- 
change for one coat after trade de- 
velops will depend on the strength 
of demand by Americans for shoes 
and the demand of the English for 
coats. The exchange rate between 
shoes and coats will be somewhere 
between the 2 to 1 rate that pre- 
vailed in the U. S. before trade and 
the 1 to 1 rate that existed in Eng- 
land at the same time. 

As Americans will demand pounds 
to pay for shoes and the English will 
demand dollars to pay for coats (that 
is, since money will be used instead 
of direct barter), there will be a “dol- 
lar-pound” exchange rate rather than 
a “shoes-coat” exchange rate. The 
rate will move up and down as the 
demand of each country for the other 
country’s product changes. 

(c)(1) Since the French caused 
francs to be cheaper in terms of the 
dollar (and in terms of all other cur- 
rencies) then foreigners, being able 
to obtain more francs than before 
for the same amount of their own 
currency, can now buy more French 
goods for the same amount of their 
currency so long as prices in France 
do not rise. For example, if apples 
cost 10 frances each in France, one 
dollar would have bought 42 apples 
before the rate change and approxi- 
mately 49 apples after the change. 
The same condition would exist with 
respect to the pound or lire or peseta 
cost of French apples as long as ap- 
ples continued to sell for 10 francs 
each. Thus, the effect of this change 
should be to increase foreign pur- 
chases of French goods by lowering 
their prices to foreigners, within or 
without the European Common Mar- 
ket. 

(2) This change in the dollar-franc 
exchange rate, by increasing the de- 
mand for French goods, is more 
likely to raise than lower prices in 
France. If all foreign countries trad- 
ing with France increased their pur- 
chases of French goods, the demand 
for these goods would rise and, un- 
less there were an offsetting increase 
in supply, the prices of French goods 
would rise. Furthermore, since the 
exchange rate change would also 
make foreign goods more expensive 
in France, this component of the 
French consumer’s cost of living 


would go up. Thus, this French 
action of changing the exchange rate 
would tend to foster the growth of 
inflation within France. 


(To be continued next month) 





MINORITY VIEW 


REPUBLICAN MEMBERS OF THE Sen- 
ate Judiciary Antitrust subcommittee 
endorsed state regulation of insur- 
ance in a minority report according 
to a story in the New York Journal 
of Commerce. The still-secret report 
has been approved by the full Judi- 
ciary Committee and will be made 
public shortly after Congress recon- 
venes early in August. In one of 
two minority statements, Senator 
Wiley of Wisconsin held that the 
states demonstrated their capacity 
and effectiveness in regulation and 
have made great progress in 
strengthening their laws and pro- 
cedures. He differed with majority 
criticism of insurance company 
mergers noting that competition has 
been increasing rather than decreas- 
ing by such action. Senators Dirk- 
sen (Illinois) and Hruska (Ne- 
braska) in the other statement also 
strongly upheld state regulation. 


DEFINITIONS 


THE COMMITTEE ON Health Insur- 
ance Terminology of the American 
Association of University Teachers 
of Insurance which has been working 
on the standardization of insurance 
terminology has agreed on a defi- 
nition of “Health Insurance.” This 
is, “Health Insurance: Insurance 
against loss by sickness or accidental 
injury. (Sometimes called ‘Accident 
& Sickness’ or ‘Accident & Health’ 
insurance and sometimes also used 
to mean insurance covering only 
sickness or medical expense.)” It 
further determined upon these defi- 
nitions of the two perils related to 
health insurance: 

Accident Insurance: “A Sub-divi- 
sion of Health Insurance against loss 
by accidental bodily injury.” 
Sickness Insurance: “A Sub-divi- 
sion of Health Insurance againt loss 
by sickness.” 
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Automobile Liability Policy—Relative 
of Named Insured Using Stolen Car 
—Liability Held Covered 


Sperling, Exrx. v. Great Ameri- 
can Indemnity Co. (1960) 7 N. Y. 
2d 442, 166 N. E. 2d 482. 

The automobile liability policy in 
question defined “insured” to in- 
clude: “(b) with respect to a non- 
owned automobile, * * * (2) any 
relative, but only with respect to a 
private passenger automobile * * * 
not regularly furnished for the use 
of such relative.” “Relative” was 
defined with reference to the named 
insured and as one who resided in 
the same household. 

The named insured was the 
mother of a sixteen-year-old girl 
who held a New York learner’s per- 
mit to operate a motor vehicle. 
Without permission, the girl appro- 
priated a parked car, starting the 
motor by merely turning the igni- 
tion switch. A local police officer, 
recognizing the girl and noting that 
the car she was driving had foreign 
license plates, gave chase. In the 
ensuing attempt of the girl to get 
away, she swerved into the right 
hand lane of traffic, and she negli- 
gently struck the rear of decedent's 
vehicle, as a result of which dece- 
dent was fatally injured. 


Sued for Wrongful Death 


The executrix sued the girl for 
wrongful death and the insurer re- 
fused to defend her, disclaiming h- 
ability under the policy, and refused 
to pay any part of the judgment 
rendered against her. 

The executrix thereupon com- 
menced the present case against the 
insurer of the girl’s mother to re- 
cover the policy limit of $100,000, 
plus costs awarded against the girl 
in the wrongful death action and in- 
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terest on the judgment. In the trial 
court summary judgment was 
awarded the executrix against the 
insurance company. 

On the appeal to New York’s 
highest court, the judgment against 
the insurer was affirmed. 

In its arguments for reversal the 
insurance company’s counsel con- 
ceded that the girl was a relative, 
that she resided in the same house- 
hold with the named insured, and 
that the stolen car was not regularly 
furnished for the girl’s use. 


Main Argument 
The insurer’s main argument was 
based on the language: “not regu- 


larly furnished for the use of” 
relative. 


the 
The contention was that: 
“the word ‘furnished’ implies con- 
sent and permission, so that the 
phrase ‘not regularly furnished for 
the use of’ can only be interpreted 
to mean an automobile voluntarily 
supplied by the owner to such rela- 
tive for occasional as distinguished 
from regular use.” 

The New York Court of Appeals 
discussed this argument at consider- 
able length. The Court’s conclusions 
were based on several main points. 
The Court observed that the policy 
did not require that there be permis- 
sion to use the vehicle, but that ex- 
clusion from coverage was based on 
regularity of use. 

It was then pointed out by the 
Court that: “What the insurer is 
really arguing here is that the policy 





was never ‘intended’ to cover a rel- 
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ative who negligently caused injury 
with a ‘stolen’ car, and had it been 
aware that the terms of the policy 
literally covered such a situation, it 
would have provided against it, as 
it has in the new, revised family 
automobile policy.” 

The Court noted that it could 
equally be argued that no coverage 
was intended as to a car stolen by 
the named insured and that there 
was no logical basis for distinction 
between the named insured and the 
relative with respect to a stolen car. 
“Such a distinction can be drawn 
only by giving the phrase ‘not reg- 
ularly furnished for the use of’ a 
strained and artificial construction, 
and applying it to a risk it was 


plainly not designed to guard 


against. The quoted phrase may not 
be read as meaning merely ‘fur- 
nished occasionally’; by its plain 
language it includes a car not fur- 
nished at all, and hence ‘implica- 
tions’ are completely irrelevant.” 


Further Argument 


Insurer’s further argument was 
that it would be against public policy 
to cover the girl in her use of a 
stolen car and thus permit her to be 
the beneficiary of her own crime. 
The Court rejected this argument 
on the basis of a previous New York 
decision which held that coverage 
was not avoided in the case of an 
unlicensed driver (and therefore 
was violating the law), who had 
express permission of the owner to 
drive the insured car. 

Three of the seven judges on the 
Court dissented. Their conclusions 
more or less accepted the insurance 
company’s arguments as shown by 
the following quotation. “I find it 
quite impossible to believe it was 

(Continued on the next page) 
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the intent of the parties that the pol- 
icy would cover the operation of a 
stolen car. The phrase most appo- 
site to the phrase ‘not regularly fur- 
nished,’ and one that would com- 
monly come to mind, is ‘occasion- 
ally furnished.’ To adopt such a 
construction is not writing anything 
new in the policy. It is simply 
adopting the most natural implica- 
tion that arises from the key word 
‘furnished,’ and carries with it the 
idea of use with permission, express 


or implied. A stolen car is never 
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‘furnished,’ and of course not oper- 
ated with permission express or im- 
plied. 

“Research has disclosed no case 
precisely in point, probably for the 
simple reason that even in this age 
of insurance no one has conceived 
of a policy insuring against the op- 
eration of a stolen car where the 
operator was the thief.” 

On the point that the thief would 
be profiting by her own crime if 
coverage was afforded, the dissent- 
ing judges first noted that the in- 
jured party can only recover from 
the insurer if the insured can do so, 
and then stated: “Let us assume 
that the judgment debtor in this case 
paid the judgment and then sued 
the insurer. She would then be 
seeking indemnification for damages 
arising in part at least from her 
own theft. It is inconceivable to me 
that the law would condone such an 
action.” 


Comprehensive Liability Insurance— 
Care, Custody or Control Held De- 
pendent on Necessity Therefor 
Rather than on Factual Situation 


Maryland Casualty Co. v. Jolly 
(Supreme Court of New Mexico, 
1960) 352 P. 2d 1013. 

Maryland Casualty Company in- 
sured a bus which was destroyed by 
fire at Jolly’s welding shop where 
the bus had been taken for welding 
repairs to its gasoline tank. The 
same insurer had issued a compre- 
hensive liability insurance policy 
covering Jolly in his welding shop 
operations. 

The evidence was that the terms 
of the repair work were that the 
bus owner was to remove the gas 
tank from the bus and replace it 
when the welding repairs were com- 
pleted, and that the bus had an aux- 
iliary gas tank which made it pos- 
sible to remove the bus from the 
welding shop premises while the 
welding was being done. 

The bus was left at the welding 
shop during the repairs. Gasoline 
or fumes therefrom remained in the 
tank and caused a fire when the 
welding operation was begun. 

The present suit was brought by 
the insurer as subrogee of the bus 
owner against the welding shop 
owner to recover for the ensuing fire 
damage to the bus. Jolly counter- 


claimed against the insurer for his 
liability and his attorney’s fees, In 
the trial court, the insurance com- 
pany recovered judgment against 
Jolly and Jolly, as insured, was de- 
feated on his counterclaim. 

On the present appeal, the lower 
court’s judgment was reversed as 
to Jolly’s counterclaim, which re- 
volved around the question whether 
Jolly had care, custody or control 
of the damaged bus. 

The New Mexico Supreme Court 
stated that there were no decisions 
in that state on the application of 
the care, custody, or control pro- 
vision, and then looked to decisions 
in other jurisdictions. 

Based on its interpretation of 
those decisions, the New Mexico 
Court concluded that the decisive 
point is not whether in fact there 
was care, custody, or control, but 
whether it was necessary for some 
reason for the insured to have care, 
custody, or control. 

This view is shown by the follow- 
ing language of the Court. “In the 
instant case, there is no evidence to 
indicate that the appellant (Jolly) 
did any work or repair upon the bus 
or that it was necessary for him to 
take possession, custody or control 
of the bus in order to complete the 
requested repairs. Appellant testi- 
fied that, due to the press of busi- 
ness, he agreed to repair the tank 
only if (the bus owner’s employee) 
Briscoe would remove it from the 
bus and replace it when repaired. 
Briscoe testified that he removed the 
tank from the bus and that in carry- 
ing out the interest of his employer 
he would have replaced it when re- 
paired. 

The trial court must have held 
that physical presence alone was 
sufficient to bring the bus within the 
care, custody or control of the ap- 
pellant. * * * The court specifically 
found that although Briscoe ‘was 
free to remove the bus from the 
premises after the tank had been 
removed he did not do so.’ It seems 
clear that the presence of the bus 
on the premises of appellant was 
merely incidental to repairing the 
tank. We hold that there is no sub- 
stantial evidence that the bus in 
question was in the care, custody or 
control of the insured within the 
meaning of the liability insurance 
policy.” 
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NEWS FROM LONDON 


DENZIL STUART 


MARINE AND AVIATION INSURANCE REPRESENTATIVE 
STEWART, SMITH & CO., 


NUCLEAR SHIPS 


T ITS ANNUAL MEETING in 
Piwenan D.C., this month 
(llth to 16th), the International 
Union of Marine Insurance will un- 
doubtedy continue its valuable work 
on the subject of insuring nuclear- 
powered merchant ships. In partic- 
ular, the open council meetings on 
the last day but one of the conference 
will provide an opportunity for a 
frank and full discussion of the many 
problems involved. 


Progress Report 


A. B. Stewart, of Lloyd’s, will pre- 


sent his annual progress report as 


chairman of the Union’s Study 
Group for Nuclear Fission, and Carl 
sriner will deal with the Interna- 
tional Atomic Energy Agency. In 
fact, the Union has attracted crit- 
icism in certain quarters for paying 
so much attention to a_ subject 
which, it is said, is not of immediate 
concern to marine insurers. But the 
majority will agree that this com- 
plaint is frivolous and nearsighted. 
Surely, for example, nuclear insur- 
ance and all its implications warrant 
thorough preparation, and _ the 
groundwork now being laid will do 
much to smooth the path of future 
conferences. And insurers’ endeav- 
ours to adopt realistic attitudes at an 
early stage toward such a complex 
problem are as much in the interests 
of the community as their own. 
Although the economic nuclear 
ship is still some way off, insurers 
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are spurred in their work by the 
knowledge that the Russian nuclear 
icebreaker Lenin is in service and 
that next year the U.S. nuclear pas- 
senger and cargo liner Savannah 
will be on the high seas. Supplement- 
ing their previous work, delegates 
to the International Union meeting 
this year have much more material 
of a concrete nature to work on. A 
month or so ago the report of a com- 
mittee set up by the British govern- 
ment to consider the safety of nuclear 
powered ships was published. The 
report, extracts from which ap- 
peared in the May issue of Best’s, 
was the first comprehensive study of 
its kind to be published in any coun- 
try, and deservedly received world- 
wide attention. Then came the In- 
ternational Conference on the Safety 
of Life at Sea, with safety measures 
for nuclear ship operation. 


Classification Rules 


But these achievements have been 
capped by the publication of the 
world’s first Classification Rules for 
Nuclear Ships. The rules have been 
framed by Lloyd’s Register of Ship- 
ping, so that Britain is again in the 
vanguard. Naturally, the rules are 
provisional only, and are primarily 
intended for guidance in a changing 
and developing field of technology. 
Even so, it is a tremendous accom- 
plishment on the part of Lloyd’s 
Register, and the rules are likely to 
provide a basis for the design of nu- 
clear marine reactors for some time. 


Their general philosophy is natu- 
rally in agreement with that of the 
recommendations on marine reactors 
made at the S.O.L.A.S. confer- 
ence ; but their great value lies in the 
detail in which their requirements 
are given. 


Six Sections 


There are six sections dealing with 
the hull, pressure vessels and com- 
ponents, reactor engineering, reactor 
control, complementary installation 
requirements, and survey and main- 
tenance. In the hull section the re- 
quirements call for a standard of 
strength and of quality of steel which 
is greater than is required in a ship 
with orthodox machinery, and this, 
in the present stage, is obviously no 
more than common sense demands. 
Guidance is given, too, on the struc- 
tural features of the ship required to 
protect the reactor against collision 
and grounding, and this includes 
water-tight bulkheads abreast the 
component vessel and a deep double 
bottom under it. 

The pressure vessels and compo- 
nents of the reactor are divided into 
four categories in relation to the 
amount of radioactivity to which 
they may be subjected, and their ac- 
cessibility for examination, and the 
standard of materials and welding, 
is graded accordingly. The contain- 
ment vessel itself is to be subjected 
to a leak test so that, if there should 
be any internal accident, the gaseous 
products will be contained. 

(Continued on the next page) 
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There are to be at least two main 
coolant circuits with associated heat 
exchangers, and all pumps and sub- 
sidiary circuits are to be capable of 
isolation. The control arrangements 
are to be arranged so that they can 
be operated at all ship angles, and, 
in the event of power failure, must be 
safe. The shielding of the reactor is 
to be such that the recommendations 
of the International Commission on 


Radiological Protection 
plied with. 

These rules provide the framework 
within which the shipowner will be 
forced to operate ; something he must 
know before he can decide whether 
marine nuclear propulsion is for him 
or not. 


are com- 
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overseas. An extraordinary general 
meeting of members of Lloyd’s was 
called recently when Anthony C. 
Grover, the chairman, reported that 
the Committee of Lloyd’s had con- 
sidered the constitution of a life com- 
pany, although no detailed plans had 
yet been formulated. Members’ re- 
action was that they would wish to 
have more time to consider the mat- 
ter before giving the Committee the 
necessary authority to promote a 
Bill in Parliament which would have 
as its principal object the granting 
of powers to the Corporation of 
Lloyd’s to form and subscribe for the 
capital of a company to carry on 
life assurance business. The discus- 
sion ended with Mr. Grover promis- 
ing that a further meeting would be 
called. 


A Logical Step 


The first intimation that the Cor- 
poration of Lloyd’s were considering 
the constitution of a life company 
was made at a meeting in July. 
Lloyd’s underwriters have pre- 
viously done only a_ negligible 
amount of life business, and that of 
a short-term nature. However, many 
people in the insurance industry will 
regard the formation of a life com- 
pany as a logical step in the evolu- 
tion of Lloyd’s market. There is no 
doubt, too, that further growth in life 
assurance in Britain is about to take 
place. 

On a different plane, the step 
might be viewed as part of the new 
attitude that Lloyd’s is adopting both 
toward itself and the outside world. 
Although tradition dies hard at 
Lloyd’s, the forceful opinions of 
younger members and underwriters 
are being increasingly heeded. This 
fact has already manifested itself in 
several ways. Mr. Grover has said, 
in so many words, that the time has 
come for Lloyd’s to light its own 
candle and throw some light on it- 
self. In fact, as he has also said, the 
fast-moving times we live in demand 
this, since it is no longer possible to 
sit back and wait for business to 
come. 

A major event in this reformaticn 
has been the participation by Lloyd’s, 
for the first time in its history, in 
trade exhibitions. Following the suc- 
cess of its exhibit at San Francisco 
and New York, Lloyd’s is this 
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month taking part in the Canadian 
National Exhibition in Toronto. 

Nor should the Senate Judiciary 
Antitrust Sub-committee hearings be 
forgotten, for they gave Mr. Grover 
the chance to present an admirable 
exposition on the constitution and 
operation of Lloyd’s market. Mr. 
Grover is proving himself a far- 
sighted and dynamic leader of 
Lloyd’s, and, though he cannot 
act on his own, it is obvious that he 
is one of the principal architects of 
the new thinking which is now tak- 
ing root. 


WARNING ON JET FUEL 


A PUBLIC ATTACK on airlines over 
the risk of fire was given prominence 
in the national press when Lord 
Brabazon of Tara, chairman of the 
British Air Registration Board, de- 
nounced three foreign carriers for 
using a highly inflammable fuel in 
their jet airliners instead of paraffin 
(kerosene). He did not name the 
airlines, but said they were Ameri- 
can, Belgian and Canadian. Said 
Lord Brabazon: “I want to serve 
warning that unless they mend their 
ways I will name these companies in 
the next few months and we can let 
the passenger decide whether to 
travel on these aircraft and accept 
the hazard or not. 


"A Safer Fluid" 


“Hundreds of thousands of people 
have been burned alive in air crashes 
through the use of petrol. We hoped 
the diesel engine would replace pet- 
rol engines, but there were technical 
difficulties. Then out of the blue 
came the gas turbine engine, which 
runs as well or even better on kero- 
sene. I am not saying kerosene does 
not burn. I do say that, when you 
have these tiresome accidents on take 
off or landing, with kerosene you 
have a few minutes in which passen- 
gers can get out. Some operators 
are deliberately using a petrol known 
as JP4 rather than kerosene, which 
is a safer fluid.” 

Lord Brabazon’s reference to J P4 
is of interest both to aviation and 
marine underwriters. Fires and ex- 
plosions in oil tankers have been 
causing marine insurers great con- 
cern, particularly in respect of ship- 
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ments of jet fuels. JP4 has received 
a considerable amount of publicity, 
but it has been stated that present 
erroneous ideas on this fuel are based 
on a wrong comparision of petro- 
leum vapours with solid high ex- 
plosives. Experts have indicated that 
the accumulation of static electricity 
that is inherent in such fuel can be 
avoided by simple, regular precau- 
tions. 

Coming back to the original avia- 
tion problem, some experts also 


maintain that there is insufficient 
evidence to prove that kerosene is 
significantly safer than the other 
basic type of fuel. The crux of the 
problem seems to lie in the choice 
airlines must make between the two 
types of fuel for jet and turboprop 
machines, the selection being  in- 
creasingly complicated by consider- 
ations of safety, economy and avail- 
ability. About five per cent of world 
crude oil production is now refined 


(Continued on the next page) 
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aviation fuel, and the 
growing numbers of jets and their 
high consumption is affecting the 
economy of oil production and dis- 
tribution. 


for use as 


Modifications 


Lord Brabazon referred to 
difficulties which had been experi- 
enced with the Boeing 707 jet. He 
praised the British Air Registration 
Board and its chief test pilot for 
their courage in insisting that the 
707 should be modified before it 
received its British certificate of air- 
worthiness. He added : “We took on 
the whole world over this machine, 
but since then we have received let- 
ters from many American pilots 
thanking us for what we have done 
in relation to this aircraft.” 

Details of the modifications re- 
quired by Britain before British 
Overseas Airways Corporation could 
operate the Boeing 707s it purchased 
are given in the annual report of the 
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Air Registration Board, just pub- 
lished. In an aircraft as advanced 
as the 707 new problems or old prob- 
lems with a different emphasis were 
bound to crop up, so that the appli- 
cation of requirements and special 
conditions has not been straightfor- 
ward and consultation between Boe- 
ing, the U.S. Federal Aviation 
Agency and the British Board has 
been lengthy. 

3etween March, 1959, and March, 
1960, three visits were paid to Seat- 
tle to discuss the 707 at first hand. 
Application of the British Board’s 
flight test requirements had two ef- 
fects. Practical demonstration of 
take-off distances with the tail full 
down revealed a discrepancy between 
the real minimum “unstick” speeds 
and those inferred from earlier 
free air tests. Tests by the Board’s 
chief test pilot showed failures to 
comply with the British require- 
ments relative to directional control 
and trim. As a result, as we now 
know, improvements were carried 
out to the British 707s, and the 
Board reports that, in spite of the 


difficult situation, “the most friendly 
relations have existed throughout 
between all parties.” 


IMPORTANCE OF AVIATION 


AVIATION IS BECOMING one of the 
most important sections of the insur- 
ance business, both in size and pre- 
mium income. This rapid expansion 
was emphasized at the annual gen- 
eral meeting of the London and Ed- 
inburgh Insurance Co., London, by 
George J. Stewart, the chairman, He 
remarked that aviation underwriting 
is still surrounded by difficult prob- 
lems, mainly due to the arrival of the 
jets in full commercial service. Hull 
values in excess of £2 million, with 
additional liability coverage on top, 
making sometimes a total placing on 
one aircraft of £10 million, has un- 
balanced the book compared with the 
amounts placed on piston engined 
planes. As a result, underwriters are 
being forced to take their peak ex- 
posure on the most vulnerable air- 
craft, as is all new type equipment 
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LONDON NEW YORK 


in its first few years. However, avia- 
tion underwriting has a great poten- 
tial, and Mr. Stewart made it clear 
that the company intends to take an 
increasing interest in this class of 
business. 


THE LAUGH'S ON LLOYD'S 


IT IS ONLY VERY RARELY that one can 


penetrate the sanctity of Lloyd’s and 
poke fun at it. But an Englishman by 


the name of H. M. Bateman 
achieved the impossible when he 
turned his artistic talents to Lloyd's. 
As a result, some of his drawings 
are known around the world, and 
now old and new fans alike are able 
to see his work in collective form. 
A privately-produced volume con- 
taining twenty of Bateman’s superb 
drawings has been mailed to thou- 
sands of insurance executives 
both sides of the Atlantic. 

The idea of producing this volume 
came from George J. Stewart, presi- 
dent of Stewart, Smith & Co., Inc., 
New York. Shortly after World 
War II, Mr. Stewart acquired from 
Mr. Bateman the original drawing of 
“The Underwriter Who Missed the 
Total Loss,” which created a mild 
sensation when it was first published 
in an English magazine in 1933. At 
that time Bateman was at the peak of 
his fame as a humorous artist. To- 
day, copies of that drawing may be 
seen on the walls of insurance offices 
all over the world, and Stewart, 
Smith have already issued in re- 


on 
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sponse to requests more than 10,000 
copies in the U. S. alone. 

Following this overwhelming suc- 
cess, Mr. Stewart persuaded Bate- 
man to come briefly out of retire- 
ment and draw, in his inimitable 
manner, a series of Lloyd’s pictures. 
It is the best of these which are now 
published under the title of Llaughter 
at Lloyd’s. Mr. Stewart writes an 
introduction to the volume, and the 
artist himself has contributed an in- 
teresting preface. 

Llaughter at Lloyd’s has been 
beautifully produced and each page 
is a delight. Indeed, it is a book that 
can be looked at again and again and 
which will never fail to give pleasure. 
Each recipient of this book will find 
his own favorite drawing. To those 
who know Lloyd’s intimately, “The 
Distinguished Visitor Who Signs 
the Loss Book By Mistake” is per- 
haps the most devastating. But for 
an outright chuckle the picture of the 
chairman of the Joint Hull Commit- 
tee finding the going distinctly 
queasy during a short crossing of the 
English Channel will appeal to 
everyone in the marine world. 


RUSSIAN ASSENT 


WHEN ONE THINKS of Cuba and the 
Congo, to mention only two recent 
flashpoints, the Russians appear 
adept at the unusual feat of pouring 
oil on troubled waters to make them 
still more stormy. It is refreshing, 
therefore, to record an instance where 


CHICAGO 


MONTREAL. 


the Russians have thrown in their lot 
with the majority, even if they did so 
somewhat grudgingly. I reported last 
month that the new International 
Convention for the Safety of Life at 
Sea would be open for signature for 
thirty days. At the end of that pe- 
riod, it has now been revealed, forty 
countries had signed. Among the last 
to do so were Russia, Bulgaria and 
Hungary; but they signed with the 
proviso, voiced at the London confer- 
ence, that they believed that certain 
regulations of Chapter 8 of the Con- 
vention, concerning the procedure 
for admitting nuclear ships into for- 
eign ports, were not only unneces- 
sary, but might impede the develop- 
ment of nuclear ships. They 
therefore did not consider themselves 
committed to these particular provi- 
sions. 

Signatures of the Convention are 
subject to acceptance or ratification 
at a later date. Other countries, be- 
yond those which have already 
signed the Convention, are also able 
to accept or ratify it. Under the 
terms of the Convention, it will enter 
into force one year after ratification 
or acceptance by not less than fifteen 
nations, of which seven have at least 
one million tons gross of shipping. 


INCIDENTALS 


THe West GERMAN Merchant 

Navy lost fourteen ships, of 10,456 

tons, out of a total of 192 marine 
(Continued on page 158) 





rate 


LIABILITY RATE CHANGES 


THe Mutua Insurance Rating 
Bureau revised its rates for manu- 
facturers’ and contractors’ liability 
in Michigan and its rates for own- 
ers’, landlords’ and tenants’ liability 
in Virginia effective July 27. The 
revised M. and C. rate changes re- 
sult in an average decrease of 2.6% 
for bodily injury. The revised prop- 
erty damage rates are part of a 
countrywide revision which in- 
volves a rate level increase of 8.9%. 
The O. L. & T. rate changes result 
in an average increase of 15% ap- 
plicable to the area and frontage 
classifications. Storekeepers liabil- 
ity rates have also been revised in 
Virginia to reflect the changes in 
the O. L. & T. rate. 

Revised manufacturers’ and con- 
tractors’ liability and owners’, land- 
lords’, and tenants’ liability rates 
became effective in Wisconsin on 
August 10. The changes in M. and 
C. rates result in an 
crease of 22.2% 


average in- 
for bodily injury. 
The changes in M. and C. property 
damage rates are part of a country- 
wide revision which involves a rate 
level increase of 8.9%. 


changes 


The revised bodily injury rates 
for the area and frontage classifica- 
tions of the O. L. and T. Manual 
produce an average increase of 
24.7%. Storekeepers’ liability rates 
have been revised correspondingly. 

Revised manufacturers’ and con- 
tractors’ liability rates in Massa- 
chusetts and a revision of rates for 
product liability insurance in Florida 
became effective August 3. The 
changes in M. and C. rates result in 
an average increase of 4.6% for 
bodily injury. The property damage 
rate changes are part of a country- 
wide revision which involves an in- 
crease of 8.9%. The revised prod- 
uct bodily injury and property dam- 
age liability rates produce average 
decreases of 13.8% for bodily in- 
jury and 20% for property damage: 


Revised Auto Rates 


Revised automobile physical dam- 
age rates filed by the National Auto- 
mobile Underwriters Association 
became effective August 1 in Flor- 
ida. The changes are downward. 

Revised automobile liability rates 
filed by the Mutual Insurance Rat- 
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ing Bureau became effective August 
10 in four states. They result in 
the following average changes: 


Private Commercial 
Vehicle 


Garage 
Risks 
© %o 

+89 —99 
—6.6 +16.5 
+23.4 +169 
No Change +5.6 


Passenger 
Del. +47 
Maine +12.4 
Neb. — 
Vt. +15.0 


BLUE CROSS REVISIONS 


Tue New York DEPARTMENT has 
denied the applications of Associated 
Hospital Service of New York 
(City), (Blue Cross), for rate in- 
creases on its 21-day and 120-day 
hospitalization plans, averaging 
37.3%, and for an accompanying 
new cost-based formula for reim- 
bursement of hospitals. Denial was 
based on the unacceptability of cer- 
tain elements of the proposed re- 
imbursement formula and the AHS 
projection of increased hospital 
costs in the next three years. The 
Superintendent found that “a sub- 
stantial increase in rates is war- 
ranted, though not of the size 
sought, and a proposal . . . will be 
promptly considered by the Depart- 
ment after an acceptable reimburse- 
ment formula is submitted.” 

Revisions filed by Group Hospi- 
tal Service, Inc. (Syracuse, New 
York Blue Cross) have been ap- 
proved effective September 1. The 
changes consist of increased bene- 
fits and an average increase in rates 
of 34.98% for the group’s standard 
contracts, increased rates on_ its 
120-day contract and approval of 
a new $50 deductible contract. 


APPEALS TO COURT 


THE NATIONAL BUREAU of Casualty 
Underwriters has appealed to the 
Superior Court of Fulton County 
(Georgia) from Commissioner Cra- 
vey’s disapproval of a proposed 8.4% 
average increase in automobile lia- 
bility rates. The disapproval was 
announced July 8 following a public 
hearing on the filing held June 8. 
The Bureau estimates that its com- 
panies have suffered a total under- 
writing loss on auto liability of 
$3,097,725 in Georgia during the 
past four years. 
(Continued on page 124) 
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Rate Changes—Continued 


CASUALTY RATE 
REVISIONS 


REVISED OWNERS’, landlords’ and 
tenants’ bodily injury liability insur- 
ance rates for classifications rated 
on an area or frontage basis filed by 
the National Bureau of Casualty 
Underwriters became effective July 
20 in eight states. The changes 
result in the following average in- 
creases: Arizona 10%, California 
8.2%, Kansas 10%, Maine 10%, 
Michigan 19.6%, Missouri 20%, 
New Hampshire 20%, and Vermont 
20%. Rates for storekeepers’ liabil- 
ity insurance have been adjusted to 
reflect the revisions in the O.L. and 
T. rates. 


W. C. RATE CHANGE 


REVISED WORKMEN’S compensation 
rates filed by the National Council 
on Compensation Insurance became 
effective July 1 in Kansas. The 
changes result in an average in- 
crease of 10.3%. A hearing on the 
new rates was held in mid-June at 


which the only objection was ex- 
pressed by the Kansas Hotel Assn, 

Revised workmen’s compensa- 
tion rates filed by the New York 
Compensation Insurance Rating 
Board have been approved in that 
state effective August 1. The 
changes result in an average in- 
crease of 3.4%. 


AUTO FILINGS 


STATE FARM MUTUAL Automobile 
Insurance Company, Bloomington, 
has filed for an average reduction of 
4.2% in its automobile rates in Flor- 
ida. If approved, the changes would 
become effective October 7. At the 
same time, the State Farm Fire and 
Casualty made a filing to accommo- 
date risks not accepted to the State 
Farm Mutual. The rates are about 
35% higher than those of the parent 
company. 

The Nationwide General Insur- 
ance Company, Columbus, will offer 
its merit-rated auto insurance in 
Florida beginning August 1. The 
company, a member of the Nation- 
wide group, writes merit-rated cov- 
erage exclusively. 


FIRE RATE CHANGES 


THE TERM Discounts for fire in- 
surance have been reduced in 
Kentucky to correspond with those 
in effect in all other states except 
Texas. This will have the effect 
of an average increase in rates of 
.04% the first year increasing to 
about 6% in five years. The re- 
vision becomes effective August 8. 
On the same date other adjustments 
will be made which will result in 
savings to schools, colleges, hospi- 
tals and government agencies esti- 
mated at $3.5 million over the next 
five years. The new plan requires 
a minimum premium of $1,000 to 
qualify and includes a $1,000 de- 
ductible and 90% coinsurance. 


HOMEOWNERS RATES 
REDUCED 


RATES FOR HOMEOWNERS A and B 
policies but not for C policies were 
reduced 10% in Texas effective 
August 1. It is estimated that more 
than 80% of the homeowners policies 
issued in Texas are of the A and B 
type. 
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LOSS LOGIC 


Investigation of Claims 


ROBERT W. SCHOOLEY 
Director, Insurance Claims 
Investigation Division 
Pinkerton's National Detective 
Agency 


DELIVERY TRUCK BACKED into a 
¢ cas commercial structure that 
was undergoing alterations. The roof 
and one wall of the building collapsed 
and the truck owner, as the insured, 
faced damage claims of $27,000. 

A professional agency was called 
in by the insurance company and 
careful investigation revealed the 
cause of the building’s collapse was 
prior removal of I-beams supporting 
the roof during the alteration pro- 
gram. The claim against the truck 
owner was disallowed. 

Cost of the investigation: $1,500. 
Savings to the insurance company : 
up to $25,500. 

If the foregoing were typical of the 
treatment universally accorded cas- 
ualty claims, this article would never 
have been written, for there would 
be no need for it. But because that 
handling of the situation is far from 
typical, because inadequate claims in- 
vestigation is too often the rule in 
many offices, the following observa- 
tion, based on long experience in the 
field, is in order: 


A Sure Way 


In the name of economy, many in- 
surance companies are overlooking 
one of the surest ways to discourage 
exorbitant claims and the fraudulent 
claimant, to cut excessive costs and 
to protect the honest insurer by hold- 
ing down premium rates. 

It is quite true that insurance 
claims managers and claims adjust- 
ers are on the horns of a dilemma in 
disposing of claims. It is their desire 
to process just claims as speedily as 
possible, while withholding payment 
on unjustified, excessive or fraudu- 
lent claims. 
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The two goals need not be incom- 
patible. The insurer who thinks they 
are—who sacrifices prudence to 
quick settlements—may be paring 
investigative costs in the short run, 
while he is certainly making life 
sasier for himself by paying the claim 
with the minimum of questioning and 
compromise. But the long range 
product of this approach is seen in 
the soaring total of paid-up claims 
today and an alarming rise in pre- 
mium rates that threatens to price 
many operators out of the casualty 
field. 


False Economy 


The happy solution, of course, is 
available to any local claims office 
which can apply intelligent discretion 
to the handling of claims—and which 
can withstand and the 
temptation economy 
that discourages thorough investiga- 
tion. 


pressures 


toward false 


The solution is professional inves- 
tigation of every suspect claim that 
cannot be satisfactorily resolved by 
the normal adjuster’s approach. And 
the records show there are plenty of 
these. Many thousands of dollars 
have been saved through the expend- 
iture of relatively slight amounts of 
time and effort in obtaining evidence 
against fraudulent claims. Time and 
again claims in five figures have been 
reduced to fractional settlements, or 
negated altogether, for the negligible 
costs of professional investigation. 

This is not to say that every sus- 
picion of fraud is substantiated under 
investigation. An inexpensive pre- 
liminary spot check can generally 
determine which way the wind blows. 
If the claim is legitimate, the con- 
fidential check has engendered no ill 
will to the insuror; and if the early 
check confirms the suspicion of fraud, 
substantial savings are certain to re- 
sult by carrying the investigation 


further. Reputable investigating 
agencies accepting insurance work on 
a contingency basis would realize 
large profits—The money saved in 
settlements would far surpass the 
agency’s bill for its services. 

What should prompt the decision 
to call in an outside investigator in 
a claims case? What makes a claim 
questionable? The simplest answer 
is when medical reports indicate that 
the claimant should already have re- 
turned to normal activity—when, in 
view of the original injury, he should 
have recovered. 

The adjuster’s men interview wit- 
nesses and secure signed statements. 
They assemble all the facts readily 
apparent ; they have done a good job. 
There is no reason to doubt the 
claimant has suffered a legitimate 
injury. But the claimant’s subsequent 
behavior, or the exorbitance of his 
claim, suggests something is wrong. 
A preliminary check by an outside 
investigator is ordered. The insur- 
ance company, or in some instances 
its lawyer, supplies the investigator 
with the facts in the case: the nature 
of the disability, its claimed effects, 
the claimant’s physical limitations as 
a result of the injury. 


Confirm the Claim 


Not infrequently a brief inves- 
tigation will confirm the subject’s 
claim and the inquiry will be discon- 
tinued. But that does not mean the 
investigation was without value. It 
is frequently useful for the company 
to know when not to go to court: 
when a claim on the surface appears 
out of line is actually justified, the 
claims manager does not wish to 
avoid a fair settlement and create 
animosity. The confidential inquiry 
that confirms a just claim has 
achieved its purpose without roiling 
the waters of company public rela- 

(Continued on the next paae) 





Claim Investigation—Continued 


tions; because there have been no 
concealed facts to run down, the in- 
vestigation has been brief and inex- 
pensive, 


Concealed Facts 


But this discussion is more con- 
cerned with the exaggerated claim. 
When the investigator’s spot check 
reveals concealed factors which 
would have a _wmaterial effect 
upon the claim, a more thor- 
ough investigation is in order. It 
is here that the outside trained in- 
vestigator proves his value, it is no 
reflection on the claims investigators 
in a branch insurance office. They 
do not have the time, considering 
their normal case load, to investigate 
claims in depth; nor have they the 
time to acquire the training that is 
the characteristic of the man hired 
from outside. 

An investigator, in an outside 
agency such as Pinkerton’s, is thirty 
years old. He does not come to the 
agency with prior investigative ex- 
perience; he has been in military 
service and has done investigative 
work with a government or defense 


agency. He has already put in some 
years as an investigator, both on in- 
surance cases and on general cases, 
including criminal work. He is 
trained in investigation and surveil- 
lance: trailing and observation ; dis- 
creet questioning and evaluation of 
witnesses; neighborhood, employ- 
ment background, checks the use of 
still and motion pictures—He is 
trained in all the approaches and 
subtleties of undercover work and 
the recording of facts. He is also an 
experienced and reliable witness in 
court. 


Knows the Rules 


The investigator knows the rules 
governing his own conduct. He will 
not represent himself as being con- 
nected with any official agency 
local, state or Federal—nor will he 
permit the witness being interviewed 
to gain that impression. He will avoid 
arousing animosity ; to do so is self- 
defeating. Although he is trained 
to report only what he sees and 
hears, his experienced judgment 
will recognize malice and bias in a 
witness. 

In his pursuit of the concealed 
fact, the investigator will recognize 


many signals: the disabled claimant 
whose injury keeps him off the job 
yet is consistently away from home 
when the investigator calls. The 
claimant may have a job somewhere 
else, or be helping a neighbor; in 
either case performing work incon- 
sistent with his disablity or receiv- 
ing unreported compensation. The 
claimant may attempt to conceal his 
employment by working on a night 
shift or taking a job in another town. 


Disabled Person 


Getting to the bottom of concealed 
facts takes time and trouble and pa- 
tience, but a good investigator is 
usually successful; neigborhood 
checks and interviews with associates 
can provide a lot of interesting in- 
formation, and given a lead, verifica- 
tion of employment is_ relatively 
simple. 

Lapse of time between the episode 
causing the disability and the inves- 
tigation of the claim aids the investi- 
gator. Generally months, sometimes 
a year may pass, and the claimant 
with an exaggerated claim of disabil- 
ity finds it difficult to live with inac- 
tivity. Eventually the phony claimant 
will forget his role as a disabled per- 
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son and will give himself away. It 
is the investigator’s job to be there 
when it happens. 

It is no secret that the camera, es- 
pecially the motion picture camera, 
is the investigator’s best ally in these 
situations. A few hundred feet of film 
holds great sway when offered in 
evidence to show activity of a claim- 
ant that is inconsistent with his claim 
for damages. A film clip that shows a 
man lifting building blocks or riding 
a bicycle or pushing a wheelbarrow, 
when such exertion is in complete 
defiance of his alleged disability, is 
vital to the lawyer or insurer defend- 
ing a damage claim. More often than 
not, the mere knowledge of the exist- 
ence of such a film is enough to in- 
duce a settlement before trial. 

Less than ten percent of the insur- 
ance claims handled by an outside 
agency ever reach a court and a jury. 
Indeed, a large majority of them are 
settled without its knowledge. Out- 
side investigating agency is indis- 
pensable to the insurance company 
and its lawyers. Even so, it seldom 
receives recognition. 
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One agency received this letter 
from a Texas attorney: 

“T am sure that often your inves- 
tigators do not realize how much 
their efforts have helped, for when 
they do a good job and get the facts, 
they are left wondering why the claim 
was settled. Their efforts are cer- 
tainly not in vain. The facts that they 
bring out of concealment give the 
lawyer trying the law suit the in- 
testinal fortitude to stand on the fig- 
ure that he believes the case should 
be settled for. There’s nothing a 
trial lawyer values more than a few 
facts up his sleeve, whether or not 
he is called upon to use them.” 


Large Saving 


An Indianapolis attorney recently 
reported an outside agency saved his 
client $15,000 at a cost of $189. The 
claimant was asking $59,000 in dam- 
ages ; the attorney looked for a settle- 
ment of $15,000. The case involved 
a painter and paper-hanger who suf- 
fered a cervical spine injury in an 
auto collision and who claimed the 


disability prevented his working. The 
attorney turned the investigation of 
the man’s claim over to a local branch 
of an outside agency. Some 300 feet 
of film showed the claimant bending, 
standing, carrying articles, holding 
an object over his head—all activity 
inconsistent with his claimed dis- 
ability and all performed with no ap- 
parent show of pain or discomfort. 
The jury awarded the claimant $850. 


Varying Periods of Time 


Claims investigations may be 
wound up in a half-day’s work, par- 
ticularly if the job is a simple em- 
ployment check. They may go on for 
days or even longer, in some cases 
requiring the services of more than 
one investigator. The investigation 
in a case may not be constant ; it may 
be broken off and resumed at a later 
date, perhaps months later and cover 
the claimant’s activity at varying pe- 
riods of time between the injury 
episode and final settlement. An in- 
vestigation occasionally develops into 
a tug-of-war between the investigator 


(Continued on the next page) 
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and the plaintiff's attorneys, each 
trying to outsmart the other. 
Occasionally men and women turn 
up who make a specialty of filing in- 
jury claims. Their exposure gener- 
ally results in a criminal charge of 
fraud or of manufacturing accidents, 
although insurance companies are 
not too prone to follow up with pros- 
ecution. Yet prosecution follows in 
a sufficient number of cases to pro- 
duce periodic 


“rings” 


investigations of 
and conspiracies when a 
zealous district attorney is on the job. 
The private investigator may not be 
around when the case reaches the 
police, but very often he had a hand 
in bringing the case to this point. 


Fraudulence Cited 


A brief summary of some of the 
varied insurance claims handled by 
the Agency would be of interest. 
Pinkerton agency gives the following 
picture: 

Workman injured in a waterfront 
accident when a cable parts ; Claim, 
$85,000; final demand $20,000. 
Motion pictures show injury claim 
fraudulent. No damage paid. Cost 
of investigation: $1,774. Saving: 
$18.226 (based on final demand). 

Claimant hit by truck while chang- 
ing a tire in the road ; claim $30,000. 
Claimant’s attorney settled when he 
saw Pinkerton man enter court with 
film. Settlement $15,000. Cost of in- 
vestigation: $350. Saving: $14,650. 

Painter thrown against the steer- 
ing wheel in a minor auto accident, 
claims hernia and aggravated ulcer 
condition and prior average earnings 
of $175 a week. Investigation dis- 
closes man had been relatively in- 


active and a part-time worker for 
prior five years; photostatic record 
showed prior earning power of $80 
a week. Surveillance film shows no 
detectable disability. . . . Original 
claim: $50,000. Counter offer: $12, 
500. Final settlement: $5,500, just 
before trial. 

Chiropractor claimed $50,000 for 
auto injury, alleging disability that 
prevented continuing practice. Pink- 
erton investigator posed as patient 
and had several treatments. Final 
settlement : $3,000. Cost of investiga- 
tion: $250 (including treatment 
fees). Saving: $46,750. 

A ballet dancer with a large claim 
for a knee injury. The investigator 
was present when she arrived at 
Grand Central Station, 75 miles 
away from her residence, checked her 
crutches at the parcel room and was 
off for an evening on the town with 
her boy friend. 

Claimant seeks $18,000 in damages 
for an injury caused when his pick- 
up truck was struck from the rear. 
Months later he goes bowling; 
movies show him engaging in activity 
way out of line with his claim of dis- 
ability. Jury awards $1,000. 

a ee 

Not all exaggerated claims are so 
fraudulent; nor do most claimants 
have a gleam in their eye for the cash 
reserves of the insurance companies, 
But, the need for trained investiga- 
tion is apparent. 


Why Hesitate? 


Why is there hesitancy to obtain 
all the factual background in the 
questionable case ? 

Why is there hesitancy to ob- 
tain factual background in a case 
through outside investigation? Cer- 


tainly, both investigative and legal 
costs are a material factor. When 
pressed by the home office to curtail 
cost, branch managers too often find 
the elimination of the cost of special 
investigation the most ready means 
of compliance. But no one ever 
knows what might have been. Rarely 
will cost figures reveal what a com- 
pany had expected to pay or had 
offered in settlement before special 
investigation was ordered. Thus, cost 
figures which are apparently high in 
proportion to the ultimate settle- 
ment, might, in actuality, be well 
justified as an expense—or even an 
investment. 


NAIC COMMITTEE HEADS 


PRESIDENT SAM N. BEERY Of the 
National Association of Insurance 
Commissioners has announced com- 
mittee appointments for the asso- 
ciation for the 1960-1961 year. 
Chairmen of the standing committees 
include: Accident and health com- 
mittee, Zack D. Cravey (Georgia) ; 
blanks committee, Charles R. Howell 
(New Jersey) ; definition and inter- 
pretation powers committee, Walter 
D. Davis (Mississippi); fire, ma- 
rine, casualty and surety committee, 
George F. Mahoney (Maine) ; laws 
and legislation committee, Joseph S. 
Gerber (Illinois); preservation of 
state regulation committee, Donald 
Knowlton (New Hampshire) ; 
rates and rating organizations com- 
mittee, F. Britton McConnell (Cali- 
fornia); unauthorized insurance 
committee: Cyrus E. Magnusson 
(Minnesota) and valuation of secu- 
rities committee, Thomas Thacher 


(New York). 
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Direct Mail—from page 18 


2% return—8% ; 3% return—9% ; 
7% return—4%; No reply—28% 

Mailing Considered a Success?: 
Yes—44% ; Doubtful—8%; No— 
16% ; No reply—32%. 


Summary: A known 20% did not 
use the mailers as mailers at all. 
About 33%% mailed quantities small 
enough for efficient follow-up. The 
greatest percentage used the tele- 
phone for follow-up. About 33%% 
followed up within a week (while 
recipients still remembered the 
mailer). A number showed unusual 
resourcefulness in getting mailing 
lists. The majority depended on 
their own manpower for getting out 
the mailings. 

Random Comments: “A good 
way to make personal contacts, and 
getting the auto business leads to 
good fire and inland marine ac- 
counts.” “Not actually mailed; dis- 
tributed from booth at home show; 
an experiment to test the advertis- 
ing value of an exhibit at this show.” 
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“No follow-up; used this as a buck- 
shot mailing.” “Distributed door-to- 
door ; no follow-up ; did not consider 
door-to-door very satisfactory.” “Se- 
cured one reply which led to a large 
commercial account ; plan to continue 
mailings, as am a firm believer in 
direct mail, having once been a life 
man.” 

The survey answered a number 
of questions and raised a number of 
new ones: 

Why did so many of the agents 
not mail the mailers at all—but use 
them in a manner for which they 
were not designed ? 


Much Easier 


Why did so many mass-mail—be- 
yond their follow-up capacity—when 
it is so much easier to mail fewer 
cards at a time? 

Why did only about 50% follow 
up with a phone call or personal 
call? 

The agency plans to pursue the 
matter further. 


A new mailer on another subject 

fire insurance to value. It is de- 
signed like a contemporary greeting 
card, printed in bright red on pink 
stock with a matching envelope. A 
nominal charge has been placed on 
the circular to discourage immoder- 
ate requests. The message is simple 
and is done in the brief style of the 
contemporary cards. The straight 
sales pitch is concentrated in a 
dozen short lines on the back of the 
card, 

A bulletin, announcing the mailer, 

asks agents to go along with the 
greeting card illusion by: 
1. Using the matching envelopes— 
and no enclosure except the card. 
2. Putting no return address on the 
envelopes. 

Addressing the envelopes by hand 
rather than with a typewriter or ad- 
dressograph or a label. We have 
added these suggestions : 

4. Limiting each day’s mailing to 
as many cards as can be followed 
up within 3 or 4 days. 

5. Following up. 








publications 


Best's Life Insurance Reports—55th 


Edition 


These reports present the most 
reliable and valuable information 
obtainable in the life insurance field. 
Individual reports contain complete 
data covering assets, liabilities, and 
operating gains; distribution and 
character of assets including yields, 
significant operating ratios as well as 
general and historical data pertain- 
ing to the company. Best’s unbiased 
summary opinions are reflected in 
the reports, and where financial posi- 
tions and results achieved are better 
than the industry averages, specific 
recommendation comments are as- 
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signed. By far the most complete 
ever published, this edition contains 
968 reports on individual life com- 
panies, including 87 which appear for 
the first time. 

Of special interest to the individual 
investor or investment dealer is the 
section “Shareholders’ Data,” which 
is included for those companies 
where the stock is publicly owned. 
These data indicate the proportion of 
total profits that are allocable to the 
shareholders, price range, dividend 
record and current dividend rates, 
etc. 


2,336 pps: $30.00 per copy. Pub- 
lished by Alfred M. Best Co., 75 
Fulton Street, New York 38, N.Y. 
and available from that office or from 
branch offices. 


The Concise Encyclopedia of Modern 
Surgery by James Hale Rutledge, 
B.S., M.D., F.A.C.S. 


Although this is designed as a text 
book, it should prove of great value 
to members of the allied professions. 
It provides an accurate concise pre- 
sentation of all aspects of surgery. 
All phases are presented, the fields, 
the scope, hospitalization, disease 
changes, anesthesia, preoperative 
preparation, postoperative care, con- 
valescence, rehabilitation, complica- 
tions, anatomy and operations of 
every organ of the body and surgical 
terminology. 

A practicing surgeon, Dr. Rut- 
ledge the author, is a Fellow of the 
American College of Surgeons, a 
member of the American Associa- 
tion of Military Surgeons, Fellow of 
the American Geriatrics Association 
and a member of the American Med- 
ical Association and the Illinois State 
Medical Society. 


308 pps: $8.00 per copy. Pub- 
lished by the Book Division of the 
Chilton Company, 56 and Chestnut 
Streets, Philadelphia 39, Pa. 


Best's Chart of Recommended Life 
Insurance Companies—1960 Edition 


Bound in handsome fabrikoid, 
pocket-size, this Chart clearly shows 
the principal items from each com- 
pany’s financial statement, together 
with essential operating ratios, of the 
263 life insurance companies which 
receive Best’s recommendation. 

$3.00 per copy. Published by Al- 
fred M. Best Company, Inc., 75 
Fulton Sireet, New York 38, N. Y. 


How Successful Agents Advertise 


The chapters of the booklet de- 
scribe (1) How to Use Newspaper 
Advertising Effectively (William J. 
O’Meara, assistant director, advertis- 
ing department, Aetna Casualty and 
Surety Company). (2) How to Get 
More Value Out of Radio and Tele- 
vision Advertising (Clark W. 
Smitheman, assistant advertising 
manager, Insurance Company of 
North America), (3) Advertising 
Through the Mail ( William H. Doty, 
CPCU, Aetna Insurance Group ). (4) 
The History of Outdoor Advertising 
(J. K. Cagney, assistant secretary, 
Hartford Fire Insurance Group). 
(5) Building Good Will for Your 
Agency (John R. Ekland, assist- 
ant advertising manager, Hartford 
Steam Boiler Inspection and Insur- 
ance Company). (6) Public Rela- 
tions for the Independent Insurance 
Agent (W.W. Clement, public re- 
lations manager, American Interna- 
tional Underwriting Corporation and 
(7) The Complete Advertising Pro- 
gram (Charles K. Oaks, Jr., Super- 
visor, public information and adver- 
tising department, The Travelers 
Insurance Companies). 

39 pps: $1.00 per copy. Available 
from Charles K. Oaks, Jr., Insur- 
ance Advertising Conference, 15 
Cottage Avenue, West Hartford, 
Conn. 


Any Fire-Traps In Your Home? 


This booklet has been prepared to 
aid in educating the homeowner on 
ways to prevent home fires, It pre- 
sents in graphic form a fire preven- 
tion check list to alert the home 
owner to the most vulnerable spots 
in each room in the house. 

25¢ per copy. Published by Chan- 
ning L. Bete Co., Inc., Greenfield, 
Mass. 

(Continued on page 132) 
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New Publications—from page 1|30 


Handbook of Successful Sales Meet- 
ings by Bill N. Newman, Agency 
Director for the Security American 
Life Insurance Co. of Tennessee. 


This book tells how to arrange 
and conduct sales meetings of all 
types and sizes from a small con- 
The 
chapter headings, among which are 
included; How to Plan Your Sales 
Meetings, How to Build Your Meet- 
ings Around a Central Theme, How 
to Use Audio-Visual Aids Effec- 
tively, How to Emcee a Sales Meet- 
ing, How to Organize a Speech, 
How to Put Humor Into a Speech 
and How to Publicize Your Sales 
Meetings, give a reasonable idea of 
the material included in the book. 
It is a Book of the Month in the 
Prentice-Hall Sales Executive Book 
Club. 

272 pps: $6.50 per copy. Pub- 
lished by Prentice-Hall, Inc., Engle- 
wood Cliffs, New Jersey. 


ference to a huge convention. 


Handbook of Public Relations edited 
by Howard Stephenson, president, 
Community Relations, Inc. 


Modern public relations funda- 
mentals, methods and programs are 
concisely presented in this newly 
published handbook by a group of 
twenty-nine noted specialists. The 
handbook is designed to (1) show 
the scope of present day public re- 
lations practice; (2) describe in de- 
tail the principal components and 


dynamics of public relations pro- 
grams and (3) to supply a practical 
guide to operations. It is divided into 
five sections: (1) Principles of Pub- 
lic Relations; (2) Public Relations 
Methods; (3) Public Relations in 
Industry; (4) Public Relations in 
Commerce and (5) Public Relations 
in Public Enterprise. 

The Handbook provides helpful 
guidance to every major phase of 
public relations—planning policies, 
setting budgets, appraising results, 
managing the staff, using research 
and psychology, counseling, and 
others. It shows how to successfully 
influence public opinion through 
newspapers, magazines, radio, tele- 
vision, and all other media, and ex- 
plains specific ways and means to 
achieve such public relations objec- 
tives as building corporate or indi- 
vidual prestige, boosting sales, or 
promoting a cause. 

The Editor-in-Chief, Howard 
Stephenson, is president of Com- 
munity Relations, Inc., and has been 
an active PR executive on the na- 
tional scene for over twenty years. 
He was formerly a vice president 
with Hill & Knowlton, Inc., served 
with the War Production Board 
during World War II, and has been 
associated with such major projects 
as the New York World’s Fair, and 
the Sturbridge and Saugus Iron 
Works Restorations in New Eng- 
land. Dr. Stephenson is the author 
‘of six books in the field. 

875 pps: $12.50 per copy. Pub- 
‘lished by McGraw-Hill Book Com- 
‘pany, Inc., 327 West 41st Street, 
‘New York 36, N.Y. 


Public Ledger Building 


Philadelphia 6, Pa. 


REINSURANCE 


ON INDEPENDENCE SQUARE 


The Insurance Almanac, 48th edition 


This valuable reference book is a 
directory of insurance companies, 
organizations, agents, brokers, actu- 
aries, adjusters, consultants, groups, 
state insurance officials, journals, 
etc. The company section includes 
officers, coverage, and _ territory. 
Also included are new and retired 
companies, mergers, name changes, 
brokers’ and resident agents’ laws, 
vorkmen’s compensation officials, 
legislative sessions, insurance defini- 
tions, etc., all completely indexed. 


1,088 pps. $7.50 per copy. Pub- 
lished by the Underwriters Printing 
and Publishing Company, 116 John 
Street, New York 38, N. Y. 


Office Automation, Insurance by 
R. Hunt Brown 

Directed specifically at the insur- 
ance field this handy reference man- 
ual includes descriptions of the new 
automated data processing tech- 
niques and machines, actual case 
studies, expanded table of contents, 
introduction, general considerations 
and index. OA-1 has over 600 
photos, charts and drawings. Index 
sheets with colored plasticized tabs 
provide quick reference. It contains 
no advertising and is written in an 
unbiased manner to give instant in- 
formation (not theory) in con- 
densed form. An optional updating 
service consists of twelve monthly 
supplements per year, each contain- 
ing new and/or revised data to 
keep the handbook current, together 
with a covering letter evaluating the 
contents. 

The author is a licensed pro- 
fessional engineer who clearly ex- 
plains in layman’s language the new 
techniques and automated machines, 
as well as what has been accom- 
plished in insurance companies by 
named companies. An internation- 
ally known writer, lecturer and en- 
gineer, his thirty years of experi- 
ence qualify him as an authority on 
the subject. 


500 pps. $37.50 in the United 
States and Canada; $38.75 in New 
York City and $42.50 elsewhere. 
Published by Automation Consult- 
ants, Inc., 155 Fifth Ave., New York 
10, N. Y. 
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A VIEW OF REINSURANCE 


RICHARD K. WELCH 
Field Representative 
Mutual Reinsurance Bureau 
Belvidere, Illinois 


O ILLUSTRATE THE IMPORTANCE 
Se organization, the story about 
the Negro coachman seems perti- 
nent, In the time when coachmen 
and horses were prevalent, as he 
was driving a VIP to the next town 
he went past a certain tree, took 
his black snake whip and snipped 
off a leaf. Then he came upon a 
rattlesnake. Taking his whip again, 
he snipped off the head of the snake 
just like he was used to doing it 
every day. Pretty soon he came to 
a tree that had a hornets nest in 
it. His passenger said, “Why don’t 
you try the whip on that?” His 
answer was, “Those others were in- 
dividuals, but this hornets nest is 
an organization.” 


The lowa Property and Casualty 
Underwriters 


association, as is 
underwriters —_ association, 
is composed of individuals who 
carry responsibility that is usually 
not known by the “man on the 
street.” 


every 


Reinsurance Experience 


Most underwriters work with re- 
insurance in some way or another. 
They determine the percentage of re- 
insurance to apply, or arrive at the 
amount of liability to retain by a line 
sheet or good judgment. Others are 
familiar with reinsurance because of 
experience, good or bad, and they 
have had to analyze their company’s 
entire reinsurance program. These 
are primarily directed at the fire re- 
insurance field. Auto insurance is 
usually on an excess of loss basis; 
there are not many varied types of 
reinsurance plans in use. However, 
there is always the problem of high 
limits in this field. 


Importance of Reinsurance 


“The importance of reinsurance 
in today’s fast moving and ever 
changing conditions is no doubt ap- 
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parent to all associated in the in- 
surance business today.” This quote 
is from E. N. Sturhahn’s book writ- 
ten in 1941 entitled “‘Reinsurance, 
Its Practices and Principles.” Imag- 
ine, nineteen years ago; conditions 
were then referred to as fast moving 
and ever changing. There are some 
underwriters who would call the 
past a snail’s pace compared to to- 
day’s changes in the insurance busi- 
ness, including fire, casualty, health 
and accident, and even life. 


Competition Increased 


Reinsurance is just about as old 
as insurance itself. There is a ma- 
rine case that dates back to 1370, In 
1831 the first known 
treaty was signed between two 
European companies. In 1843 a 
German company organized the first 
independent reinsurance company as 
a running mate to its own direct 
writing company (sounds like today, 
doesn’t it?). In 1863 the Swiss Re- 
insurance Company of Zurich, 
Switzerland was organized followed 
by many other foreign reinsurance 
companies. In 1912, the first United 
States reinsurance company was or- 
ganized at Hartford, Connecticut, 
by the Munich. Because other for- 
eign companies were operating in 
the United States, there was com- 
petition. If and when the life com- 
panies licensed in New York are 
permitted to own property compa- 
nies, competition will be increased 
still further, and this will lead to 
more changes in the method of op- 
eration. 


reinsurance 


Pros and Cons 


The pros and cons of some of the 
present day reinsurance methods 
follow. First, pro rata—surplus 
treaties, quota share, and facultative 

the sharing of risk between a com- 
pany and reinsurer. 

On the pro side: 

1. Your net can remain flexible. 
2. Cost is based on amount 
ceded, not gross. 


the 


3. Loss recovery is on a proportion- 
ate basis (very helpful in the Fire 
end of the business during catastro- 
phes—fire or wind). 
4. Commission recovered is used to 
lower the expense ratio of the com- 
pany. 
5. Reinsurer normally carries un- 
earned premium reserve on business 
covered by the contract. 
6. Capacity is no problem when a 
company is reinsuring on a fire rata 
basis, as the reinsurer is receiving 
a premium income to support such 
capacity needs. 
7. Catastrophe is not paid on pro 
rata premiums ceded. 
8. It might be called the most flex- 
ible of all reinsurance. 

On the con side: 
1. Work detail is usually consider- 
ably more than on excess types of 
reinsurance (while more flexible, it 
does require individual risk atten- 
tion). 
2. Considerable more of a premium 
is ceded out than on an excess basis 

thus investment income on such 
business is lost. 


Commission Changes 


Until some years ago, most pro 
rata reinsurance was written on a 
flat commission basis. The rein- 
sured company received perhaps 
35-45% commission on all business 
ceded during the year, without re- 
gard to the loss ratio on the busi- 
ness for that year. If the business 
was profitable for two or three years, 
the reinsurer might agree to a higher 
commission for subsequent years; 
and if the business was unprofitable, 
the reinsurer would insist on a lower 
commission for subsequent years. 

Today most pro rata reinsurance 
treaties are written on a sliding scale 
or contingent commission basis. In 
this way, the reinsured company re- 
ceives a higher commission during 
good years and a lower commission 
during bad years, subject always to 
a minimum and maximum commis- 
sion. Under a sliding commission 

(Continued on the next page) 
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Reinsurance—Continued 


scale treaty, the reinsurer has a 
hedge against an above average loss 
ratio. Because of this, he generally 
is willing to write a sliding scale 
treaty on a smaller expected margin 
or profit. The reinsured company 
thus obtains his reinsurance at a 
lower cost; and if business is profit- 
able, he keeps a larger share of the 
profit. The disadvantage to the re- 
insured company is that his commis- 
sion is smallest when his losses are 
high ; when he really needs the max- 
imum commission. 

Surplus treaty is the predominant 
type of reinsurance today, just as 
it had been for many years. It is a 
pro rata reinsurance applied above 
the net retention of the company and 
provides bulk capacity for a com- 
pany. A company attempts to place 
into this treaty the majority of the 
business it has to reinsure in an at- 
tempt to give the treaty spread and 
stability, with resultant good expe- 
rience. This is the contract upon 
which the company attempts to earn 
a commission high enough to at 
least offset all of its acquisition costs 
plus something additional if possible. 
It is the bulwark of a company’s re- 
insurance program. 

Quota Share reinsurance pertains 
to a company reinsuring a set per- 
centage of its business and is utilized 
because of special situations. 

Pros of quota share: 

1. Where a company is new in the 
business or new in a certain line of 
business, it doesn’t wish to take on 
more than a certain percentage of 
the exposure being written, it would 
consider Quota Share. 

2. It is used to buy unearned pre- 
mium reserve relief for various rea- 
sons. 

On the other side of the ledger 
for quota share: 

1. It should not be used by the large 
and strong companies (large and 
strong must go together here). 

2. There is a partial ceding on every 
risk. 

3. Cost is usually high, but a slid- 
ing scale commission may be em- 
ployed. 

Next comes facultative reinsur- 
ance. There will always be the need 
for facultative reinsurance, It means 
the securing of reinsurances by in- 
dividual risk, not by treaty or pre- 
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arranged agreement. This is used 
to place business that is unusual to 
the company’s ordinary underwrit- 
ing practice because of: 

1. Size of the line being written 
2. Classification of the business 

A company utilizes facultative 
facilities to preserve the spread of 
risk by size and class within its sur- 
plus treaties. If 97% of a company’s 
lines are $50,000 or under, and the 
remaining lines from $50,000 to 
$150,000, it can very readily be seen 
that such a company should take the 
few lines above $50,000 and reinsure 
them out specifically on a flat com- 
mission basis, and not subject its 
surplus reinsurance treaty or treaties 
to a shock loss. 

Reinsurance is subject to spread 
of risk also, and a company will do 
well to allocate its gross lines on 
this basis. 

What reinsurer wants a few fac- 
ultative lines of high capacity and 
little volume? It is the duty of the 
reinsurer to set up your program on 
a basis where a limited number of 
big lines will not subject an entire 
program to a shock loss, and our 
sureau can do this ; not only because 
of our ability to take good size lines 
due to having nine large companies 
accepting business, but because we 
take facultative business all over the 
country and build this scattered busi- 
ness into one rather large account. 
Facultative mus: be treated by a 
reinsurer as companies consider in- 
dividual agents. 

Many times a facultative account 
builds into a second surplus treaty. 
A company many times builds up 
a fairly large volume of larger risks 
over a period of time and a reinsurer 
must watch an account. When he 
believes the volume is sufficient it 
should set up an automatic method 
of reinsurance, which in most cases 
would be a second surplus treaty. 
This may cover from $50,000 to 
$100,000 lines in the company we 
are considering as an example, and 
the lines above $100,000 would still 
be reinsured on a facultative basis. 
Remember that these are the uses to 
which pro rata reinsurance should 
be put: growth and capacity. 

There are two main types of ex- 
cess of loss. One is catastrophe 
based on an accumulation of losses 


(Continued on the next page) 
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One way to 


accounts to 


Accountants 
Attorneys 
Barbers 
Beauticians 
Chiropodists 
Dentists 
Druggists 
Insurance Agents 
Morticians 
Nurses 

Opticians 
Optometrists 
Osteopaths 
Physicians 
Surgeons 
Telephone Secretarial Firms 
Veterinarians 





attract desirable 


your agency . °° 


i 
“e 
gn 


The ability to offer Professional Liability 
Insurance to attorneys, accountants, den- 
tists, physicians and other men and women 
of the professions is an important asset to 
any agency. American Casualty’s multiple 
line portfolio differs from many in that it 
includes the 17 different Professional 
Liability policies listed at the left. They 
are available in most territories. 

In addition, Acco agents benefit by a 
truly superior all-lines portfolio which in- 
cludes Casualty, Surety, Fire, Marine, 
Health Insurance, the personal and com- 
mercial Multi-peril forms and, in 22 states, 
Life insurance. 


You dependent 
Insurance /AGENT 


“stored vow “> 


AMERICAN CASUALTY 


61 Branch and Service Offices Coast to Coast 
HOME OFFICE — READING, PENNSYLVANIA 


SINCE 1902 








Reinsurance—C 


in any one occurrence. This is cov- 


excess of loss 
dollar you 


agreed to sustain because of any one 


erage for incurred 


above a_ certain loss 
occurrence loss of a catastrophe na- 
ture. This first net loss retention is 
usually tied in with premium volume 
or territory, but often it is 
based on how much you feel you can 
afford lose before 
and the 
you wish to spend for such 


more 


you start col- 


lecting, amount of money 
catas- 
trophe coverage. 

The other 
is the 
erage, such as 
You decide 


type of excess loss 
risk 
in tl 


what net 


individual excess COV- 


field. 


loss retention 


1e casualty 


you wish to carry on a particular 


risk. This can be a set retention on 


all grades 


of fire protection or it can be a varied 


all classes of business and 


net loss retention basis upon classes 
of business and fire protection pro- 
vided. The into the 
picture when you have sustained 
than the 
on the particular risk 
We'll forget about the catastrophe 
type and just explain the 
risk excess type to 
pro rata. points on 
the credit ledger : 
1. It eliminates individual risk re- 
insurance to a great de: 
2. It puts reinsurance on a loss cost 
plus basis. 
5S. Tie 


» reinsurer comes 


loss retention 


loss greater 


involved 


individual 
compare with 
Here are some 
side of 


very gree 


preads losses over a period. 


New, effective brochures and 


presentations by Hanover help 
you develop Homeowners 
leads, help you close sales. 


4. Allows you to retain most of the 
premiums that would be ceded on 
a pro rata contract. 


On the debit side of the ledger: 
1. A company usually finds it has 
little pro rata volume left to support 
its capacity needs, and reinsurers 
don’t take too kindly to an account 
that is too thin on premium volume 
in relation to exposure. 


Costs go up as losses go up, as 
loading is based on losses recovered. 
A company pays a higher dollar 
loading when collections are heavy. 
And the rate usually applies to over- 
all premiums—not just lines where 
reinsurance is needed. 

3. Companies do not usually raise 
their own basic net loss retentions 
once they have gone on excess of 
loss. The clue to excess of loss cost 
is in the basic loss retention and 
companies should raise this as their 
own financial position permits. This 
doesn’t mean raising the limits of 
coverage of the excess contract, just 
the basic 
example : 


loss 


For 
a company in 1955 having 
retention of $5,000 with a 
three line excess of loss or $15,000; 
the same company in 1960 or when 
statement dictates, should perhaps 
increase the net loss retention te 
$7,500 a a two line excess of loss 
or $15,000. Watch the top figure 
sO that there is sufficient premium 
left over to purchase the capacity 
you need, and do not put all sub- 


first loss retention. 


ject premiums to an Excess of Loss 
type of contract. 
4. Excess of loss doesn’t provide 
unearned reserve relief—very im- 
portant to growing companies. 
Sometimes quota share insurance is 
purchased to provide this protection. 
A company is not as aware of the 
division of lines within the brackets 
between net loss retention and ex- 
cess of loss limits carried. You 
could well lose sight of the trans- 
actions and premium volume within 
the XL bracket of coverage 
times losing control 
ing and experience. 
6, Catastrophe reinsurance is paid 
on all premiums retained under ex- 
cess of whereas on pro rata 
Catastrophe is not paid on the pre- 
miums reinsured. 


some- 
underwrit- 


loss, 


Aggregate Excess 


The aggregate excess type of con- 
tract is more or less a farm contract. 
It is adapted to a company that 
might get hurt over an entire year’s 
operation and thus need protection 
of its loss ratio on an annual basis, 
and the exposure to general under- 
writing mutuals with a spread of 
business and a good premium in- 
come is such that over a year’s op- 
eration the loss ratio can be de- 
pended upon to level out—except 
for two types of losses: large one 

(Continued on page 149) 


AGENTS CONTINUE to report a constantly 


growing market for Homeowners coverages... 


and the success of the Hanover collection of 


Homeowners sales aids. 


A fieldman from the Hanover Group will be 
pleased to demonstrate and assist. Contact the 


office nearest you... or write... 
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QUESTION | 


True or False 

1. In a family automobile policy 
the named insured and spouse would 
be covered for liability arising out 
of the use of a non-owned com- 
mercial automobile. 
2. Under an automobile policy col- 
lision coverage is provided on a 
primary basis when the insured 
damages a borrowed automobile. 
3. Immediate medical aid to others 
is covered under the basic automo- 
bile liability policy. 
4. Under a storekeepers burglary 
policy there are ten (10) insuring 
agreements. 
5. “Theft” 
under the 
stock policy. 
6. The broad form personal theft 
policy covers damage by vandalism 
and malicious mischief. 
7. There is no products coverage 
afforded under Division #1 of the 
O.L. & T. policy. 
8. Elevator property damage cov- 
erage protects the insured for lia- 
bility for damage to property of 
others while on the elevator. 
9. A comprehensive personal lia- 
bility policy is written on an accident 
basis. 


coverage is provided 


basic mercantile open 


10. Covered employees lose their 
rights to sue the employer for in- 
juries sustained in the course of em- 
ployment under the workmen’s com- 
pensation law. 

11. The number of employees usu- 
ally determine the premiums for 
workmen’s compensation. 

12. All domestic employees are cov- 
ered under the New York state 
workmen’s compensation law. 
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The following questions and selected answers are taken from the final 
examination given to the students in the Casualty Contracts Class, the 
Evening Division of the School of Insurance, Insurance Society of N. Y. 


13. Under a boiler and machinery 
policy the amount paid for expedit- 
ing expenses are paid in addition to 
the policy limit. 

14. Under a glass policy only dam- 
age to the glass itself is covered. 
15. There is no waiting period in 
both the accident and the health 
policies. 


Answers 


9. False 
False 10. True 
True 11. 
False 12. False 
False 13. False 
True 14. False 
False 15. False 
True 


QUESTION 2 


(a) Define hazard and indicate the 
basic elements that make a hazard 
insurable. 
(b) What elements are required to 
make an insurance contract legally 
enforceable ? 
(c) Define the following: 
. Tort 

Negligence 

Respondeat Superior 


False 


Answers 
1. (a) Hazard may be defined as 
a chance or risk of loss. 
To be insurable : 
1. There must be a sufficient num- 
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ber of exposure units subject to the 
same degree of loss so that an aver- 
age loss can be predicted by appli- 
cation of the law of large numbers. 
2. The loss must be definite in time 
and _ place. 

3. The loss must be accidental and 
unpredictable insofar as the insured 
is concerned. 

4. There must not be a catastrophe 
hazard; i.e., the possibility of the 
hazard visiting all the 
units at the same time. 
(b) 1. Offer and acceptance—the 
insured offers by applying for in- 
surance, the company accepts by is- 
suing the policy or binder. 
Consideration—the premium. 
Competent parties—the insured 
is of age, sane, etc.; the company 
has been licensed. 

4. Legal or lawful purpose—state 
sanctions the issuance of policies by 
the company. 

5. Insurable interest. 

1. Tort—the breach of a civil 
duty toward an individual. 

2. Negligence—an act or omission 
contrary to the course of action an 
ordinary prudent individual would 
take under similar circumstances. 


expe sure 


? 
2 
od. 


(c) 


3. Respondeat Superior—a doctrine 
under which the master of principal 
is held to be responsible for the 
deeds of his servant or agent. 


QUESTION 3 


(a) Mr. Herman, owner of a 1960 
Ford, has a family automobile policy 
with the following coverages and 
limits : 

Bodily Injury 
Property Damage 10,000 
Medical Payments 1,000 

(Continued on the next page) 
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Comprehensive Fire and A.C.V. 

Theft 
Collision $50. deductible 
On January 19th, Mr. Herman was 
involved in an accident and it was 
determined that he was solely at 
fault. The judgments 
were awarded by the court. 
Claimant A 


following 


$70,000 


Claimant C 40,000 
Damage to Claimant A’s Car 2,000 
Mr. Herman had medical expenses 
in the amount of $1,200 and his 
car was damaged to the extent of 
$800. What is the company’s lia- 
bility under the policy issued to Mr. 
Herman. 

(b) If Mr. Herman had used his 
neighbors car and the neighbor had 


identical coverage and limits would 


Claimant B 10,000 your answer be the same? Explain. 
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Answer 
(a) Claimant A would receive $50, 
000 for his bodily injury, the pol- 
icy limit for any one person injured 
in an accident. He would also re- 
ceive $2,000 for the damage to his 
automobile since the damages are 
within the limits for property dam- 
age liability. 
Claimant B—would receive $10,000 
for his bodily injury since the total 
accident limit has not been reached, 
viz., $100,000. 
Claimant C—would receive $40,000 
for his bodily injury for the same 
reason as above. 
The foregoing limits are based on 
the question what would the Com- 
pany’s liability be; it is entirely pos- 
sible that the court would decide to 
pro-rate the $100,000 (The Com- 
pany’s total liability) among all 
three claimants in which case A 
would receive 7/12 of $100,000; B 
would receive 1/12 of $100,000 and 
C would receive 4/12 of $100,000. 
Mr. Herman would receive $1,000 
for his medical expenses this being 
the Company’s limit of liability and 
$750 for his collision damage since 
there is a deductible of $50 applica- 
ble to this loss. 
(b) No—the  neighbor’s __ policy 
would pay the same awards because 
Mr. Herman having received per- 
mission to use the car would become 
an insured under his policy but Mr. 
Herman’s policy would be excess 
insurance and would be called upon 
to satisfy the judgment of Claimant 
A. viz., $20,000 ($70,000-$50,000) 
as well as the $200 difference in 
Mr. .Herman’s medical 


QUESTION 4 


Briefly define the following terms 
used in Automobile coverages. 

1. Supplementary Payments 

2. Substitute Automobile 

3. Rental Reimbursement 

4. New York Compulsory Auto- 
mobile Law 


5. New York Assigned Risk Plan. 


expenses. 


Answer 


1. Supplementary Payments—are 


payments made by the company in 
addition to the limits of liability for 
such as immediate surgical relief to 
others, premiums on appeal bonds, 
etc. 

2. Substitute Automobile—an auto- 
mobile used in place of the insured’s 
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the in- 
service for 


owned automobile while 
sured’s auto is out of 
repairs, etc. 

3. Rental Reimbursement—pay- 
ments made to the insured to defray 
transportation costs occasioned by 
the theft of his own automobile 
limits of $10.00 per diem—total not 
to exceed $300. 

4. New York Compulsory Automo- 
bile Law—law which requires an 
individual to present proof of his 
financial responsibility either in the 
form of an insurance policy ($10, 
000/$20,000/$5,000) or $25,000 in 
cash or securities before he can reg 
ister a vehicle. 

5. New York Assigned Risk Plan 
plan whereby individuals who can- 
not purchase automobile insurance in 
the normal way are assigned to Com 
panies in accordance with the Com- 
pany’s per cent of total automobile 
premiums written in the state. Per- 
son is ordinarily ass‘gned for three 
years; he can only purchase mini- 
mum Bodily Injury and Property 
Damage limits; he must pay 30% 
of premium when he is assigned, pay 
premium in full before the policy is 


issued, etc., etc. 


QUESTION 5 


The ABX Corporation owns a twen- 
ty-five story building with elevator 
service. They also have a sidetrack 
on their premises. The corporation 
leases space in several supermarkets 
to retail drug products which they 
manufacture. In addition the ABX 
Corporation is having a six story 
building constructed for them by the 
Sun Contracting Corporation. 

What specific public liability cov- 
are protect the 
ABX Corporation against legal lia- 
bility for injuries to or damage of 
property sustained by members of 
the public? 


erages needed to 


Answer 


I would suggest a Manufacturers 
and Contractors policy with: 
Division I—Covering their oper- 
ations and premises and new con- 
struction. Contractual Liability for 
the sidetrack agreement. 

Division II—Elevators 

Division III—Covering them for 
the operations of the independent 
contractor 
Division IV—Products coverage 
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Successful agents 
make their efforts 
count. The companies 
they choose are ones 
that prove their value 


every step of the way. 


No wonder so many successful agents consider 
GENERAL ACCIDENT their major company... . 


for depth of service, broad facilities, experience. 


GENERAL 
ACCIDENT | Insurance 
Fire and Life 


ASSURANCE (Company 
CORPORATION ‘ 


PENNA “Potomac 


GENERA 
Insurance 


Company 


to 1008 


including vendor’s liability endorse- 
ment. (To be continued next 
month) adding the names of the 
supermarkets. 

To be Continued 


CATASTROPHES 


Axsout 600 persons Lost their lives 
in catastrophes (defined as accidents 
in which five or more persons are 
killed) during the first six months 
of this year, according to tabulations 


Lid GENERAL BLDGS. - 


GENERAL ACCIDENT GROUP 


OF INSURANCE COMPANIES 


PHILADELPHIA, PA. 


of the Metropolitan Life Insurance 
Company. This total is considerably 
less than for the same period of 1959 
and is one of the lowest on record. 
Catastrophic dwelling and apartment 
fires took only about half as many 
lives this year. The greatest single 
disaster was a plane crash in Indiana 
in which 63 persons were killed. 
Two other airplane crashes and the 
tornado which hit eastern Oklahoma 
and Arkansas in May each resulted 
in more than twenty-five deaths. 
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dividual needs. Another record year of Richmond, Va.; Rock Island, Ill., and St. Louis, Mo. 


underwriting volume has proved that 
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A Business Philosophy 


ROLAND H. LANGE 
Assistant to the President 
and Vice President 
Hartford Fire Insurance Company 


HAT CONSTITUTES A WELL 
W rounded individual or, for that 
matter, true stature and sophistica- 
tion in an organization? (for it has 
often been rightly stated than an 
organization is no more than the 
shadow or reflection of individuals). 
Certainly it can be said that today’s 
world requires of its leaders, and 
those who would share in leadership, 
completely integrated personalities. 

For the great majority, such a 
fulfillment comes through acquisition 
—often dogged application—rather 
than inheritance. No doubt many 
characteristics and factors are in- 
volved in such growth and develop- 
ment; but may I suggest the con- 
sideration of these few as a criterion: 
the purposeful planning of goals; a 
firm foundation of education; effec- 
tive communication; an ingrained 
business philosophy and sense of 
ethics; and an ability to apply these 
so that we can think properly and 
creatively. 

These attributes of human rela- 
tions have a bearing not only on the 
development of the individual but, 
also, on the relation of person to 
person and company or industry to 
the public. 


Triumvirate of Skills 


In the business world we have 
come to recognize, whether formally 
or by practice, the triumvirate of 
skills which are necessary to an edu- 
cation geared to our times and needs, 
namely, the technical skills required 
to understand and perform the 
needed procedures or techniques; 
the human skills enabling one to 
work successfully with others; and 
the conceptual skills which permit 
the recognition of a business in its 
entity, the interrelationships of the 
parts that comprise it and the insight 
required in directing and planning 
for it. 
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In developing basic facets of the 
professional mind, it becomes appar- 
ent that the orientation to profes- 
sionalism has its start in educational 
programs designed to develop those 
traits which enable one to under- 
stand, predict and control. From 
these beginnings, the logical progres- 
sion is to a lively acquaintance with 
the basics which are involved in the 
qualities of management. 


Broad Education 


This broadened concept of busi- 
ness education presents a stimulating 
challenge. To foster the growth and 
opportunities of such facilities be- 
comes the responsibility of all busi- 
ness as well as the individual in- 
dustry. In the insurance orbit, there 
have been established firm founda- 
tions on which to build more ade- 
quate programs for those who wish 
to develop their skills and to attract 
desirables. And to the degree that 
we support and expand such facili- 
ties, to that extent will our business 
be improved—not to mention our re- 
lations with the public. 

Public relations in its best sense 
is education. If those in the business 
of insurance—producers, company 
people and those who serve and 
administer it—were thoroughly 
grounded not only in the fundamen- 
tals and principles of insurance but 
in the basics of economics, market- 
ing and the like, it is axiomatic that 
they could perform their functions 
to the better advantage of their prin- 
cipals and thereby avoid the all-too- 
frequent adoption of expedient and 
impulsive actions—which do not 
serve the long range interests of the 
public nor the insurance industry. 
Additionally, a complete understand- 
ing of established business principles 
is necessary not only to evaluate 
and meet changing conditions but, 
also, to be able to relate properly the 
obligations to the public, the owners 
of our business and those who de- 
pend upon it for their livelihood. 

Technical proficiency or special- 


ized skill, while important and neces- 
sary, is no substitute for a compre- 
hensive knowledge—a liberal arts 
approach, so to speak—of what 
makes our business tick. And as a 
not unimportant corollary, such a 
broad concept and knowledge will 
enable us to defend and champion 
more effectively our worthy industry 
as the opportunity presents itself. 

One aspect of communications 
come more and more to the fore as 
we touch the public—and that is the 
inclination to consider or define com- 
munications as the translation to 
others of one’s own opinion, evalua- 
tion or view rather than to recognize 
its true meaning, that of mutuality. 
True communication can occur only 
when each of us has listened with 
understanding to the other’s point of 
view. This may hardly appear as an 
astounding observation, yet psychol- 
ogists and students of human behav- 
ior tell us that it is the basic barrier 
for improvement of relationships not 
only within the individual but be- 
tween persons. If we can listen, un- 
derstand and find the meaning of the 
other person, we can help him release 
forces which will have him hear us. 
And then communication has taken 
place. 


The Other's Position 


As a mechanism to bring this 
about, it has been suggested that we 
restate the ideas and feelings pre- 
sented by those with whom we are 
communicating and to do so to their 
complete satisfaction. Thus, before 
presenting one’s own view, it would 
be necessary to achieve the other’s 
basic position. Doing so will invaria- 
bly wring out the emotional from the 
discussion, reduce differences and 
leave a residue, of rational and un- 
derstandable kind, which would be 
subject to some reasonable solution 
or, if insoluble, it could at least be 
comfortably accepted as such. 

When it becomes clear that the 
only intent is to understand and to 
help discover the truth, the individ- 

(Continued on the next page) 
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A Business Philosophy—Continued 


ual or the public will become truly 
receptive to our communications. 
The development of a profound 
and sympathetic relationship to other 
people, learning more about the ways 
of adequate communication between 
human beings and all the attitudes 
and conditions which have a bearing 
on them, is indeed an important 
equipment of even the most practical- 
minded businessman. In the stretch- 
ing of our minds, we need also to 


stretch our hearts—for leadership, 
whether as to the individual or the 
organization, is not come by simply 
through authority, position or tradi- 
tion, but by the confidence and sup- 
port which is conferred upon us by 
those with whom we are associated. 
We can speak at length of effective 
communications in all its ramifica- 
tions, but all the well phrased tomes 
on the subject are of no avail if there 
is not, first of all, as we have said, a 
solid foundation of confidence based 
on ethical and philosophical morality. 
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Rules of ethics have been the topic of 
much analysis, but stripped of ped- 
agogy what they come down to, it 
seems to me, is the recognition of the 
right thing to do and to do so instinc- 
tively and naturally under all circum- 
stances. Integrity in human behavior 
is the surest road to self-respect and 
the respect of others. Such integrity 
will provide the will and freedom 
to express what one thinks and to 
do so in such a manner that others 
can do the same. 

Lest it be thought that some of this 
smacks of the impractical, that 
through the championing of eternal 
virtues there is an attempt to estab- 
lish a morality which has been strug- 
gling for recognition and acceptance 
in daily living for centuries, and that 
this idea of morality is incompatible 
with the materialistic concepts of our 
civilization, may it be suggested that 
what is described here is actually 
nothing more than a very practical 
idealism. To be or do less is to invite 
mediocrity, if not failure. The world 
will know us for what we are—and 
no one can mislead for long an ever- 
increasingly perceptive public. 


Moral Implications 


It is true and encouraging that 
among thoughtful businessmen there 
is a growing interest and concern 
with the spiritual or moral implica- 
tions of their everyday activities, re- 
flecting their increasing awareness of 
responsibilities and opportunities as 
individuals. Men and women are in- 
quiring of themselves what they 
would like to do with their lives 
and with some reasonable expecta- 
tion of realizing a fulfillment of their 
goals if sufficiently motivated. For 
the individual, the job is the center 
of life and its values must be in har- 
mony with the rest of his life if he is 
to be a complete and healthy person- 
ality. For the person of business abil- 
ity the challenge can be met in the 
insurance field. Here life can have a 
meaning and a purpose by reason of 
the services we perform—the suffer- 
ing that may be relieved—and the 
contributions that may be made. 

Many people have inner conflicts. 
They want to do the right thing but 
sometimes find it difficult to know 
what it is. The businessman must 
eventually return to the question of 
ultimate values and whether he wishes 
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to serve them. Ethics needs no justi- 
fication nor defense. Its acceptance 
should be based on its truth. There is 
no doubt, however, that as a con- 
sequence a business that behaves 
ethically encourages others to do so 
—and particularly in relation with 
it; that when one operates within the 
framework of an ethical philosophy 
one’s mind and energies are freed 
for maximum productivity and cre- 
ativity, uncluttered with the need for 
subterfuge, etc. ; and that ethical be- 
havior serves as a form of insurance 
against retaliatory action, as man- 
ifested, for instance, through restric- 
tive legislation. 

The right of the individual to de- 
velop to his full capacity is inherent 
in healthy internal relations—which 
in turn is an important springboard 
in our public relations efforts. 
Happy, fairly-treated staff members 
become a more articulate spokesman 
for the company or industry than all 
the outward protestations. Those 
conditions thrive best where consist- 
ency, consideration and confidence 
abound. 

There remains a great need for 
self-discipline in the business com- 
munity in order that public distrust 
may be dispelled. The native suspi- 
cion which the public holds of busi- 
ness corruption, as bared from time 
to time to the public eye, cannot be 
alleviated unless there is a constant 
stream of evidence to dispute it— 
evidence based on strong moral 
standards, independent of and _ be- 
yond the legal requirements, and ap- 
plied to daily decisions. Competitive 
justifications of borderline acts 
would no doubt occur less frequently 
if our business philosophy were im- 
bedded in the rock of deep philosoph- 
ical justification. 


Inextricably Linked 


Without question, the spiritual and 
ethical values of each individual in- 
volved are inextricably linked to all 
elements of business decisions. It 
becomes elemental, then, to augment 
one’s own values by a perception of 
the values held by others, to attempt 
sincerely to integrate the most in- 
tense conflicts and to accept as a part 
of the norm of business relations the 
personal tensions inherent in com- 
promise and in problems yet unre- 
solved. To do so will bring out the 
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best in us and in those whom we 
contact and influence. 

Each man has his own potential- 
ities in terms of achievement and 
The awareness of that po- 
tential is the discovery of the possi- 
bilities of creativity; the fulfillment 
of that potential comes in the creat- 
ing. With a purposeful motivation, 
one can develop one’s capacities to a 
worthy extent ; without it, mediocrity 
will be our lot. 


service. 


Genuine progress results from 
finding new facts. There is too much 
“second hand” thinking—the adop- 
tion from others—the result often of 
too little time for original thinking. 
Wernher Von Braun said, “Basic 
research is what I am doing when | 
don’t know what I am doing.” Ein- 
stein stated, “When I create, | 
grope.” Some of us may say that 
such bases for fact finding are too 
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A Business Philosophy—Continued 


idealistic or pure for the everyday 
business world ; but if we look behind 
these statements, we know that in the 
case of their authors, as with others 
who work at being creative, new 
ideas are founded on accumulated 
knowledge which is given freedom 
to roam intellectually. But the ex- 
amples of Von Braun and Einstein 
and their kind, with all their tremen- 
dous store of information from which 
to draw, sometime cause us to leave 
uninvestigated the natural creativity 
of the average individual. This force 
lies all about us; it needs but the 
proper climate and encouragement 
to emerge—and it is of utmost im- 
portance for business to provide that 
environment. 

We have touched here upon some 
of the underlying considerations 
which not only affect our internal 
relations and public relations but 
which constitute basic traits to a 
successful and satisfying business 
life. To those who answer the chal- 
lenge will come the thrill of sharing 
in constructive leadership in a living 


and dynamic world. With the neces- 
sary imagination, courage, integrity 
and outlook that the times require, 
both the individual’s need and that 
of the public will be well served. 

Sir Isaac Newton wrote, “I do not 
know what I may appear to the 
world but to myself I seem to have 
been only like a boy playing on the 
shore and diverting myself in now 
and then finding a smoother pebble 
or a prettier shell, whilst the great 
ocean of truth lay all undiscovered 
before me.” 


Infinity of Need 


This seeming feeling of helplessness 
overcomes many of us at times. The 
infinity of the need, however, did not 
produce in Albert Schweitzer either 
awe or surrender. Personal growth 
and success will quite surely follow 
those who continue their quest for 
the basic and priceless ingredients of 
life and apply them in their own and 
their business equations. 

All about us lie the opportunities 
which await discovery. For the in- 
surance business the sheer facts of 
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population growth, insurable values 
and more spending dollars available 
provide the fountainheads for future 
expansion and success for those who 
qualify through their preparation, 
efforts and wisdom. 

The insurance industry has grown 
hand in hand with the growth of this 
great country. Its indispensability to 
the prosperity and stability of our 
nation is acknowledged. It is more 
than a service industry ; it is an eco- 
nomic institution. As it has grown in 
importance so has it also in its sense 
of responsibility. This heritage of 
self-critical integrity is the keystone 
of our relations with the public. 





PUBLIC INTEREST AWARD 


PROMINENT TRANPORTATION indus- 
try and safety leaders gathered in 
New York last month to pay tribute 
to Miss Anita M. Lee, publisher of 
Eastern Motor Truck News for 
winning the National Safety Coun- 
cil’s 1959 Public Interest Award. 
The award was for what has been 
described as “challenging safety 
writing.” 

One of Miss Lee’s compelling 
articles, titled, “Two Died—Why ?” 
has had over 30,000 reprints distrib- 
uted. The article deals with a 
seven-truck smash-up on the New 
Jersey Turnpike. The only woman 
publisher in the trucking industry, 
Miss Lee has been honored for 
leadership, initiative and originality 
in the furtherance of accident pre- 
vention. The magazine has won two 
consecutive awards. 


THROUGH AGENTS 


WIsconsIN PHysIcIANs SERVICE, 
a health insurance program operated 
by the State Medical Society, is of- 
fering its individual medical-surgi- 
cal-hospital policies through inde- 
pendent agents. These policies were 
formerly sold by mail. Group pol- 
icies continue to be sold by full-time 
WPS representatives. 


CUBA EXCLUDED 


BrITISH UNDERWRITERS OF war risk 
insurance on vessels have announced 
that Cuba has been added to the 
“excluded areas” on all insurance 
contracts arranged on or after July 
22 according to Johnson & Higgins. 
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Aetna Casualty and Surety: David J. 
James has been appointed general man- 
ager of the Indianapolis office and James 
K. Wellman of the Portland, Oregon, of- 
fice. 

Alanson Crandall has been named gen- 
eral manager at the Des Moines office. 


Aetna Ins. Co.: William R. Lichtenber- 
ger has been made manager of the Phila- 
delphia office succeeding C. J. McNutt, re- 
tired. At Pittsburgh, Walter M. Butler 
has been appointed manager succeeding 
Edward C. Lee who has been transferred 
to the home office to assume important 
underwriting duties. 

Richard G. Battey was appointed as- 
sistant educational director. Maurice A. 
Gressett, former marine superintendent in 
Louisiana was promoted to assistant man- 
ager in that state. William F. Peck, Jr. 
has been appointed special agent in the 
Syracuse, New York, territory. 


Agricultural Ins. Co.: Patrick W. Haley, 
state agent in Syracuse, has been pro- 
moted to production manager for central 
and western New York. 


Allstate: Appointments: Jack F. Gordon, 
sales supervisor, commercial casualty, 
Houston, Tex.; William R. Croy, sales de- 
velopment manager, Atlanta, Ga.; Robert 
C. Singleton, district sales manager, Dal- 
las, Tex.; and Calvin M. Dyke, sales de- 
velopment manager at the Michigan re- 
gional office in Detroit. 


America Fore Loyalty Group: Gus H. 
Felgner, former state agent, has been ap- 
pointed manager of the Birmingham 
branch. Robert L. Smith has been ap- 
pointed assistant manager of the consoli- 
dated branch. James L. Goyer has been 
named resident manager at Charlotte to 
succeed Mr. Smith. 

Loss adjusting facilities for the middle 
western states have been consolidated into 
a single department under the supervision 
of secretary Axel H. Nelson, with head- 
quarters at Chicago. 

Christian Young and James J. Dwyer 
have been appointed special agents for 
the Loyalty companies in the home of- 
fice. 


American Fire and Casualty: James W. 
Dunn has been made special field repre- 
sentative for Kentucky and Tennessee. 


American Home Ins. Agency: Jolin F. 
Fallon has joined this agency in a pro- 
duction capacity in the New York area. 


American Insurance Group: George H. 
Kobb has been promoted to casualty man- 
ager at the Kansas City branch office. 
He succeeds Eldon L. Sheets, who resigned. 
Promotions in the controller department: 
Charles E. Reller, superintendent in the 
field accounting division, and Robrt C. 
Schultz, superintendent in general ac- 
counting. Assistant superintendents 
named: John W. Behnken, tax; Frederick 
]. Frerichs, treasurer division; and Ernest 
W. Neubig, accounting. H. Kent Foil has 
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been named bond supervisor at the New 
Orleans Branch office. Casualty managers, 
Fred C. Erbele and Clarence B. Schneider 
have been transferred to Pittsburgh and 
Rockford, respectively. 


Americena Brokerage, Inc.: R. W. 
Scheld, president, and Clifford L. Manus, 
executive vice president, will direct the 
activities of this new company. 


Atlantic Companies: Aldo A. Rolleri 
has been appointed marine supervisor in 
the Boston area. 

Two new special agents, 
Goebel and Curtiss C. Van 
been added to the midwest 
these companies. 

Special agents appointed: Donald N. 
Clark and Robert J. Dubuque III, Syra- 
cuse; David P. Gray, Westchester and up- 
per New York state. 


Robert A. 
Etten, have 
division of 


Balboa-Arrowhead Ins. Cos.: James E. 
Hutchinson has been named assistant vice 
president. 


Boston Insurance Group: Mr. Theodore 
A. Davidson has been promoted to chief 
accountant at the Boston Home Office. 
Sanford W. Aderhold has been appointed 
special agent in Atlanta, Georgia and 
Richard D. Sears has been appointed spe- 
cial agent in Portland, Maine. 


Braniff International Airways: John H. 
Harrison has been appointed insurance 
manager. 


Buffalo Insurance Co.: William H. 
Wayne has been appointed as a multiple 
lines special agent in the Los Angeles 
and West Los Angeles territory. 


Caplis, Inc.: James W. McGrath has 
been named vice president of this Lloyd's 
representative. 


Carlson Claims Service: P/ilip Jackson 
has been appointed manager of the newly 
established branch office in Globe, Ari- 
zona. 


Celina Ins. Group: Christopher Culver 
has been appointed manager of the new 
Tidewater, Virginia Branch Claims Of- 
fice. 
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Jack L. Patterson has been appointed 
special agent at Cambridge, Ohio. Joseph 
A. Sheridan and Paul W. Landefeld have 
been appointed representatives. 


Cimarron Insurance: Clyde Connell is 
special agent for west Texas and eastern 
New Mexico. 


The Cincinnati Ins. Co.: The loss depart- 
ment was expanded with the promotion 
of Richard Hildbold to the position of 
assistant claims manager with James M. 
Foreman to service the Dayton area. 


Coal Operators Casualty Co.: Frank M. 
Hart, formerly chief deputy commissioner 
of the Kentucky dept. of insurance has 
been appointed manager of this company. 


Dixie Auto Ins. Co.: Announces the ap 
pointment of Gordon Sims as state man- 
ager. 


Eldorado Insurance Exchange: Jolin M. 
Newman has been appointed underwrit- 
ing manager. 


Employers Mutual Casualty (Des 
Moines): John P. Strother has been ap- 
pointed claims supervisor at 
Texas. 


Houston, 


Employers Mutuals of Wausau: Richard 
E. Dvorak, formerly sales manager in the 
New York office, has been appointed 
branch manager succeeding Dale Snure, 
elected to the newly created position of 
senior vice president in charge of branch 
operations. 


Fireman's Fund Ins. Co.: Allan B. Cobb 
has been appointed manager of the San 
Diego Service Office. Other changes in- 
clude: William T. Clarke, state agent for 
Alabama and will have associated with 
him special agents Jack W. Caldwell and 
Charles E. Woodall; Eugene W. English 
has been appointed as fire superintendent 
of the St. Louis branch office operations. 

Fireman’s Fund special agent Leonard 
L. Lamprey has taken over supervision of 
the territory formerly handled by state 
agent Russell W. Hawkes, who has been 
made supervisor of fire operations in 
Connecticut. David A. Whitehead has 
been appointed special agent to assist Mr. 
Lamprey. James L. Galvin has been ap- 
pointed special agent in the Buffalo of- 
fice. Charles D. Myers, formerly superin 
tendent of the Memphis claims division, 
has been transferred to the southern de- 
partment at Atlanta as administrative as 
sistant. He will be succeeded in Memphis 
by W. Howard Baker. 

William W. Lane has been appointed 
auto and casualty underwriter in Jack- 
son, succeeding Thomas J. Avery. 


General Appraisal Co.: Arthur J. Bag 
genstos has NM appointed district Man- 
ager of the San Francisco office and a vice 
president of General Appraisal Co. of 
California. 


(Continued on the next page) 





Field Appointments—Continued 
General Reinsurance Corp.: J. Holland 
Gordon has been appointed an assistant 
treasurer. 


General Telephone & Electronics Corp.: 
Robert S. Gyory, formerly manager of in- 
surance for Sylvania Products Inc 
been named Insurance and 
rector for this corporation. 


has 
Pensions Di 


Great American Ins. Co.: Mr. William 
F. Hines has been appointed as fire su 
pervisor to succeed former special agent 
Raymond J. Nice, resigned. Special agent 
William D. O’Brien will be associated 
with Mr. Hines. Mr. Donald W. Everett 
has been appointed as special agent to 
succeed former special agent William H. 


Bosmann, resigned. Field — supervisor 
Leonard J. Marshall has been appointed 
to succeed Mr. Harold E. Cobb retired. 


Hartford Fire Ins. Co. Group: Promo- 
tions: Paul N. Dyste, formerly assistant 
sales manager at Albany, to manager of 
the Minneapolis sales office, and George 
J. Feldman, Jr., formerly sales representa- 
tive at Buffalo, to manager of the new 
Milwaukee sales office at 225 East Michi 
gan Street. 

Ronald E. Sager has been employed as 
special agent in Wisconsin. 

Michael J. McIntosh, CLU has been ap- 
pointed regional director of sales for the 
southwestern department at Dallas, Texas. 


Home Ins. Co. of Hawaii: Rudolph B. 
Savio has been named to succeed the late 
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J. C. Winterburn as superintendent of the 
Marine Department. 

Gerald C. Goring has been promoted 
to supervisor of the bonding department. 


Illinois R. B. Jones Inc.: John W. Wood- 
ward has joined the production depart- 
ment. Joseph S. Borie, Jr., has joined 
this company as an assistant to the under- 
writing manager. 


Insurance Co. of North America: Ruy- 
mond T. King, Jr., and George E. Rat- 
cliffe have been made assistant managers 
in the Hartford service office. Paul W. 
Ludwig and Chester R. Spinney, Jr., have 
been appointed assistant managers in the 
Boston service office. Wesley N. Wagner 
is personnel manager of the Philadelphia 
office. 

Robert W. Daum, former administra- 
tor with the North British Group, has 
joined the International and Reinsurance 
Department of this group. 


Jckason & Higgins of Illinois: Richard 
M. Rohn has joined this brokerage as as 
sistant vice president in charge of the 
group life and pension department. 


Kemper Insurance Companies: /reder 
ick J. Dugle, head of the education de 
partment and William J. Ryan, personnel 
manager. 

Lumbermens Mutual Casualty Com- 
pany, a division of Kemper Insurance, an- 
nounces the following appointments: 
John E. Faris, accounting, Los Angeles; 
David W. Shull, fire underwriting, Los 
Angeles; Louis G. Wanek, executive un- 
derwriting, Chicago; all senior executive 
posts. Junior executive appointments: 
Victor J. Baer, CBO compensation claim 
dept., Chicago; James C. Corcoran and 
James J. Levis, executive underwriting, 
Chicago; and Donald J. Otsea, data proc- 
essing, Los Angeles. 

James Wilson, Jr. has been appointed to 
the newly created position of manager of 
personnel administration of the Summit 
division of this group. 


London Assurance Group: Andrew J. 
Polarek has been appointed agency man- 
ager for the Midwest territory with head 
quarters in Chicago. 


Marsh & McLennan, Inc.: A new corpora- 
tion, Blomquist, Reeves & Co., Inc., with 
headquarters in Chicago, has been formed 
in cooperation with this company as an 
administrative and consulting service to 
the trustees of joint union — 
health, welfare and pension unds. 
Headed by Richard N. Blomquist and 
Gilbert K. Reeves it has taken over the 
accounts formerly handled by the welfare 
fund department which has been discon- 
tinued with the advent of the new firm. 


Mutual of Omaha: Announces the pro- 
motion of six men in their group divi- 
sion. Harry Hoyt, named supervisor of 
claim research; Dean Genzlinger to service 
manager of the Chicago regional group 
office; William §S. Pritchard to service 
manager of the Philadelphia regional 
group office; Harry Mueller to supervisor 
of claims in the Omaha regional group 
office; Bruce Gearhart to group represent- 
ative in the Philadelphia area; and Wil- 
liam J. Esch to group representative in 
Minneapolis. 


National of Hartford Cos.: 7. Larry 


Mulcahy has been promoted to assistant 
manager of the production staff of the 
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western department, with headquarters 
in Chicago. He is succeeded as manager 
of the fire, marine, and multiple peril 
division in Wisconsin and the Upper Pen- 
insula of Michigan by W. D. (Bill) Hop- 
penjan. 

Warren H. Hunt has been promoted 
from state agent to associate manager of 
the Fire, Marine, and Multiple Peril Di- 
vision of this company. He will be as- 
sociated with manager George H. Wil- 
kinson and state agent W. D. Allen. 


North's Insurance Agency, Inc.: Robert 
D. Terhune has been appointed an as- 
sociate in this New Haven agency. 


Phoenix of Hartford Cos.: Thomas F. 
Collins, Jr., state agent has been trans- 
ferred from Peoria, Ill. to South Bend, 
Indiana to establish a new field office. 


Reliance Insurance Co.: Jolin E. Scofield 
is state agent in northern New Jersey. 


Royal Globe Group: The following re 
gional and field appointments were made: 
In Detroit, Charles F. Cliggett has been 
named regional manager succeeding C. R. 
Bock who joins the western department 
in Chicago as production manager of the 
brokerage, general cover and special serv- 
ice departments. 

B. L. Ferguson, formerly casualty man 
ager at Dallas, has been transferred to 
Detroit as assistant regional manager. 
C. G. Griffith succeeds Mr. Ferguson as 
casualty manager. 

Frank E, Runey has been named pro- 
duction manager for the Michigan region 

William §. Stokes, formerly supervising 
casualty underwriter has been appointed 
casualty manager at San Antonio. 

At Philadelphia, William K. Ottmann 
has been named assistant regional man 
ager and Edward L. Bremner has been 
appointed superintendent of the bond 
department. He succeeds F. W. Hill who 
will be assistant manager of the bond 
department in the New York office. At 
this same office, Benjamin J. Hubay has 
been named assistant fire manager for 
the Metropolitan and suburban fire un 
derwriting departments 

James L. Pickering, fermer casualty 
manager at Indianapolis, has been trans 
ferred to Cleveland to serve as casualty 
manager for the regional operations 
Gordon McLean succeeds Mr. Pickering 
as casualty manager at Indianapolis. An 
drew E. Papay has been appointed cas 
ualty manager for the Baltimore office 
Succeeding him as casualty manager at 
Washington, D.C., is John W. Burchell. 

Robert C. Burke has been appointed 
agency secretary in the Southern depart 
ment of the New York office. 


St. Paul Fire and Marine Ins. Co.: Mr. 
Harold R. Trickey, Jr. has been named 
Tennessee Manager and will continue in 
charge of company affairs for the entire 
state from Nashville. Mr. James L. Hicks 
has been advanced from special agent to 
state agent. Mr. Ralph G. Lawrence has 
been promoted to the newly established 
office in Memphis as state agent. 


Sayre and Toso, Inc.: John J. Haste 
has joined this group as vice president 
of fire insurance operations, with head 
quarters in San Francisco. 


Standard Accident Ins. Co.: J. G. 
Clark, former manager of the New Jersey 
branch, has been appointed executive 
secretary. 
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State Farm Mutual Auto: 
tors at Dallas: Marion W. Pearce, for- 
merly state director for Kansas-Okla 
homa; Frederick W. Sell, formerly assist 
ant state director for Arizona; Elmer L. 
McCauley, formerly assistant state director 
for Texas; and Paul U. Todd. C.L.U., 
formerly district manager in Missouri. 
Mel Irving, formerly district manager at 
Eugene, Oregon, was named agency di 
rector in the Salem, Oregon, office. 
Other promotions announced: Harold 
Couillard, from claim superintendent to 
divisional claim superintendent in New 
ark, Ohio; George W. Sanderson, from 
assistant claim superintendent to claim 
superintendent at Charlottesville, Va.; 
Donald A. Rankin, Jr., from assistant 
underwriting superintendent to service 
superintendent at Springfield, Penna. 
Jerome Rohren was promoted from prop- 
erty claim supervisor to property claim 


Agency direc- 


superintendent and Billy B. Turley from 
assistant claim superintendent to claim 
superintendent at Columbia, Mo.; Rich 
ard Kline from assistant regional auditor 
at Jacksonville, Fla., to regional auditor at 
St. Paul; Bernard McVey, from assistant 
claim superintendent to claim superinten 
dent at the Northwest office; John Fitz 
gerald, from property claim superinten- 
dent to claim superintendent at the South- 
eastern office; John Harrington, Jr., from 
assistant claim superintendent to claim 
superintendent in the Santa Ana, Calif., 
office. William Burke rose from assistant 
underwriting superintendent in Lincoln, 
Nebr., to underwriting superintendent in 
the Texas office; William E. Beyer, from 
assistant claim superintendent to claim 
superintendent at the West Central office, 
and Robert Chesmore, from Arizona dis 
trict manager to assistant state director. 


(Continued on the next page) 





Field Appointments—Continued 


The Travelers: Appointed casualty-fire 
managers in field offices: Joseph G. Bul 
mer, Chicago; Richard T. Johnson, San 
Francisco; Thomas C. Meeks, Los Angeles; 
all in charge of special risks. Also ap 
pointed were Thomas E. Strange, Balti- 
more; Christopher C. Condon, Jr., Rich 
ard P. Pooler, Des Moines; Wilbur J. 
Trueman, Calgary; and Murray H. Wei 
land, Winnipeg. Assistant managers are 
{rthur R. Van Orsdale, G. Johnson Reese, 
Jr., Jacksonville; and Walter L. Juretic, 
Oklahoma City 


Appointed office managers wert Harold 
H. Rearick, Dayton; William L. Waltz, 
Jr., Pittsburgh, Robert Roy Wood, Cal 
gary, and Charles R. Hudgins, Springfield 
Agency managers: John Sylvain, Mont 
real; Roger A. Roy, Montreal; Harry M. 
Powell, Halifax; Byron Boggs, Denver; 
Fred C. Meister, Jr., Littleton 


Trinity Univ. Ins. Co.: George RK 
Schwartz has been appointed special agent 
for the Houston 

Meridith A. been ap 
pointed a special agent for southern Cali 
fornia by this Dallas company. James D 
Wood has been appointed special 
for central Ohio 


Texas area 


Romineck has 


agent 


United States Fidelity & Guaranty Com- 
pany: Frank W. Bundy, formerly field su 
perintendent at the Atlanta branch office, 
has been appointed assistant manager 


United States Liability Ins. Co.: Doig 
and Company, Suite 201, 990 Building 
990 S.W. First Street, Miami, and Ryan 
McLeod, Inc., Suite 417, DuPont Plaza 
Center, 300 Biscayne Blvd. Way, Miami 
have been appointed supervising general 
agents for the state of Florida. Haidinge) 
Hayes, Inc., 3325 Wilshire Boulevard, Los 
Angeles, are supervising general 
for California 


agents 


Universal Automobile Ins. Co.: F. § 
Tedrowe, manager of the claims depart 
ment, has been appointed 


issistant secre 


tary of the company. He will continue 
to supervise the claims department. 


Promoted 
David B. 


Zurich-American Companies: 
to group sales superintendent: 
Mitchell, Chicago; Herbert C. Strohson, 
Jr., New York; and Lawrence J. O’Dono 
hue, Philadelphia. Cornelius T. Lowe 
has been named to head the new group 
sales office in Boston, and Ray L. Ziglar, 
formerly group sales representative in Los 
Angeles, has been transferred to San Fran 
cisco, Denis F. Waterman and Richard B. 
Bornschein have been appointed group 
sales representatives in Los Angeles, and 
Edward P. Robison, group service rep 
resentative. Ronald H. Crossin has been 
named special risks regional sales repre- 
sentative operating out of the Atlanta of 
fice and also covering the Jackson branch 
Joseph W. Scanlon has been promoted to 
general superintendent of casualty under 
writing in the New York office. Evan G. 
Ronn has been promoted to branch sales 
superintendent in Cleveland, Ohio. 
Thomas A. Finn, Jr. has been appointed 
multiple line sales representative in the 
New York office, covering the Long Island 
territory. William F. Simpson has been 
appointed assistant training director 





Assent & Dissent—from page 32 
determining standard costs of the 
most common types of repair 
on different makes of cars. I think 
that the insurance industry should 
have only a minority representation 
on this committee; a good member- 
ship distribution would be one-third 
from the insurance industry, one- 
third (including the chairman) from 
the general pwiic, and one-third 
froin the automobile industry. Each 
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year, immediately after the next 
year’s car models are unveiled, this 
committee should determine the 
standard costs of the most common 
repair jobs on these models and give 
wide national publicity to the relative 
costs of repairing different makes. 
By the second year, the work of this 
committee should show results in de- 
creased repair costs. 

Here then are three techniques for 
decreasing automobile insurance 
rates without penalizing drivers un- 
fairly because of their misfortune in 
falling into certain statistical groups 
(if you still do not see the unfairness 
of this, consider its ultimate applica- 
tion, which would be to divide 
drivers into groups of one person 
each and charge them surcharges 
which accurately reflect their prone- 
ness to incur repair costs. Effectively 
then, nobody would have automobile 
insurance, but instead, each person 
would be paying a “premium” equal 
to the repair costs he would incur 
plus administrative expenses). The 
only penalties involved are minor, 
(e.g., the inconvenience of reporting 
for photography four times a year) 
or for forgetfulness or intent to de- 
fraud. I am sure that if you put some 
of your energies to thinking along 
these lines, you too can develop more 
equitable techniques for cutting the 
cost of automobile insurance. And 
finally, I hope that you will try out 
some of these ideas. 

Sincerely 
Marshall E. Deutsch, Ph. D. 
Whippany, New Jersey 





OPPOSES AUTO 
COMMISSION 


Pounp, dean emeritus of 
the Harvard Law School, recently 
strongly criticised California 
ernor Brown’s proposal to form a 
special commission to settle auto- 
mobile injury claims. Speaking be- 
fore the Association of Claimants’ 
Compensation Attorneys, Dean 
Pound called the measure a step 
backward and warned that such 
procedure would give rise to new 
complications and delays. He 
urged, instead, organization of the 
work of the courts to meet today’s 
needs. 


ROSCOE 


Gov- 
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assn notes 


American Foreign Insurance Associa- 
tion: Sr. Pedro Vivas Walter has been ap- 
pointed manager of the association’s new- 
est branch office in Santa Marta, Colom- 
bia. 

Mr. Isamu Tomoi has been 
head this association’s new 
Niigata, North Honshu, Japan. 


named to 
branch in 


American Institute of Marine Under- 
writers: Has appointed John A. McKee 
& Company as its correspondent for New 
Orleans, Pensacola and related areas. The 
firm succeeds the late John A. Merritt, 


Jr. 


General Adjustment Bureau __inc.: 
Branch office managers: R. E. Campbell, 
former resident adjuster, Cleveland, Mis- 
sissippi; and Robert E. Friday, Kingston, 
New York. These are both newly-created 
agencies. 

Ransom G. Cross, former adjuster-in 
charge at Valdosta, Ga., has been pro- 
moted to manager at Macon, replac- 
ing L. F. Lyda who has resigned. James 
1. McAllister, former senior adjuster, suc- 
ceeds Mr. Cross at Valdosta. George W. 
Fornoff succeeds Robert F. Stumpf as man- 
ager of the Paterson, N. J., office. 

William Wallace has been appointed 
general adjuster for northern N. Y. He 
will be succeeded as manager of the 
Syracuse office by Arthur S. Flint, who 
will in turn be succeeded in the Elmira 
office by Marshall L. Terry. 

The company also announced the fol 
lowing appointments: John W. Bryant to 
manager of Johnson City branch; Jack 
P. Thames to general adjuster at Knox- 
ville; Robert L. Blanks, Jr. to manager at 
Gulfport; Luther G. Shelby to manager 
at Greenwood; Claude C. Romine to man- 
ager of the new branch office at Corinth. 


Internat'l Assn. of Ins. Counsel: New of 
ficers: Denman Moody, Houston attorney, 
president; E. A. Cowie, vice president of 
Hartford Accident and Indemnity, vice 
president for a two-year term; George 
McD. Schlotthauer, Madison, Wisconsin, 
attorney, was re-elected secretary-treas- 
urer. Named as president-elect to take of 
fice at the conclusion of the 1961 meeting 
was Payne Carr, attorney from Seattle. 

Newly elected to three-year terms as 
members of the nine-man executive com- 
mittee were G. Cameron Buchanan, De- 
troit; Harley J]. McNeal, Cleveland; and 
]. Kirby Smith, general counsel of Texas 
Employers Ins. Assn., Dallas. 


Ins. Institute of Indiana, Inc.: Edward 
P. Gallagher, executive vice president of 
American States, was re-elected president. 
Horace H. Tudor, vice president of Indi- 
ana Lumbermens, vice president; William 
P. Cooling, president of Indiana and Con- 
solidated Ins., treasurer; and Jack J. Rose- 
brough, general counsel of Farm Bureau, 
secretary. 


Life, Accident and Health Claims As- 
sociation of Detroit: Announces recently 
elected new officers for 1960-61: Charles 
Bauer of National Casualty Company, 
president; Stanley Maisner of John Han- 
cock Life Ins. Co., vice president; Ed- 
ward Trotochaud of Retail Credit Co., 
treasurer, and Howard Robinson of Mu 
tual of Omaha, secretary. Elected to the 
executive board were L. Wandrey of Na- 
tional Casualty and Gerald Hughes of 
Michigan Life. 
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CUSTOMERS DEPEND ON 
THE BiG “U”... AND YOU! 


For over half a century, National Union—the big 
““U”"—has dealt only with independent agents. 
It continually reminds its policyholders: 

You are wise to place your insurance through an 


independent agent . 


Your policy includes, at 


no extra cost, all the invaluable services that only 
an independent can provide. 


NATIONAL 
INSURANCE 
Pittsburgh 13 


National Automobile Underwriters As- 
sociation: Officers re-elected: Tudor 
Jones, vice president of Aetna Insurance, 
president; Mortimer E. Sprague, vice 
president of the Home, vice president; 
and James L. Dorris, president of Han 
over, treasurer. 


Texas Employers’ Ins. Ass'n: Jom Bailey 
has been promoted to manager agency 
services of Employers Casualty Company 
and Employers National Insurance Com 
pany. 





FLOAT PLAN 


‘THE MARINE OFFICE OF America has 
developed a Float Plan as the marine 
equivalent of an airplane pilot’s 
flight plan to help bring rescue assist- 
ance promptly when it is needed. 
Very often the Coast Guard receives 
notice of overdue pleasure boats 
when the destination, route or gen- 
eral cruising area is known only 
vaguely, if at all. The Float Plan 
consists of a pad of paper forms to 
be filled out, before departure with 
the name and description of the ves- 
sel, radio equipment, date, time and 
point of departure, date and esti- 
mated time of return, proposed route 
and the name and telephone number 
of the nearest Coast Guard station or 
rescue agency. The completed form 
to be left with a responsible person 
ashore. If the boat becomes overdue, 
an accurate report can be made to the 
nearest rescue agency by the person 
holding the Float Plan. The pads 
are available to owners of pleasure 
craft from the Marine Office at 123 
William Street, New York 38, N. Y. 


NION 
COMPANIES 


Pennsylvania 


Reinsurance—from page | 36 
occurrence happenings and _indi- 
vidual risk shock losses. 

In summary, these 


are some 


known facts: gross line underwrit- 
ing is the real answer to success ; and 


a reinsurer is no dumping ground. 


No Answer 


Reinsurance could be the 
to many of the situations arising in 


answer 


companies, but please be assured 
that it is not the corrected measure 
for slip-shod underwriting. 

Reinsurance is essentially an in 
tegral part of sound underwriting. 
It plays a tremendously vital role. 
\s a matter of fact, progressive in- 
surers by the very nature of their 
business are forced always to operate 
beyond its direct capacity whether 
they realize it or not. Without re- 
insurance, the business as it is 
known today simply could not exist, 
but would tend toward a few huge 
insurers. 


Timely Warning 


Reinsurance can warn a company 
of trouble in time to correct it, but 
reinsurance itself, while it can tem- 
porarily get the insurer out of trou- 
ble, can never keep it out of trouble. 


reinsurance is 
the result of your profitable busi- 
underwriting—it is the 


Good successful 


ness 


not 
cause. 





THE BALANCED PLAN 
HIGHER GEARED TO YOUR 
COMMISSIONS REQUIREMENTS 





A sound and profitable insurance 
program cannot possibly be standard- 
ized and still properly serve the needs 
of every Financial Institution. Rather, 
it must be carefully surveyed and bal- 
anced to meet individual requirements. 
The American Plan Corporation, 
specialists in the field of Consumer 
Credit Insurance, has pioneered in the 
creation of simple insurance packages 
constructed to fit the dimensions of the 
particular Financial Institution. 
Our package plans include Physical 
Damage coverages and Credit Life and 
Disability Insurance related to the 
financing of automobiles, mobile homes 
and small boats, and our program 
includes all of the protective coverages RATIOS 
so necessary to sound lending practices 
— Errors and Omissions, Single Interest 
and Dealer Wholesale Insurance. 
Our varied programs, each of which 
is supported by our technical skills and 
statistical services, have been installed THE 
and acclaimed by Lenders throughout 


ma. onepinedlaveg saa American Plan 


CORPORATION 


Without any obligation whatsoever on your part, we will be 
pleased, upon request, to analyze your insurance program. 


The World’s Largest Management Corporation 
AMERICAN Specializing in Consumer Credit Insurance for Financial Institutions 


MARK M. HART, PRESIDENT, 99 PARK AVE., NEW YORK 16, N. Y. © OXFORD 7-1545 





reports on 
companies 


AMERICAN INTERNATIONAL Underwriters 
Corporation, New York, New York 


Elected Vice President 


Charles R. Smith has been elected a vice president 
and will head the fidelity and surety department of this 
organization. He succeeds H. Marshall Frost who re- 
signed to accept an executive position with a domestic 
insurance company. 

Arthur H. Henderson, assistant to the president, has 
been elected administrative vice president. 


AUDUBON Insurance Company 


Baton Rouge, Louisiana 


Named Vice President 


J. Noland Singletary has been named a vice president 
of the Audubon Insurance Company, Baton Rouge, the 
Commercial Securities Company, Inc. and Audubon 
Life Insurance Company. Mr. Singletary was formerly 
a member of the law firm of Sanders, Miller, Downing, 
Rubin and Kean, Baton Rouge. He is the son of 
Thomas J. Singletary, chairman of the board of the 
Audubon Insurance Company and president of the 
Audubon Life. Commercial Securities owns practically 
all of the stock of the insurance carriers. 


BANKERS LIFE AND CASUALTY CO. 


Chicago, Illinois 


Insurance On Credit 


A travel accident policy written by this company is 
being offered to its credit card customers by the Stand- 
ard Oil Company of Indiana. Semi-annual premiums of 
$10 may be charged in the same manner as gasoline and 
oil. The policy provides coverage of $25,000 for acci- 
dental death and is effective on common carriers as well 
as private cars. 


For September, 1960 


THE CENTRAL NATIONAL Insurance Group 
Omaha, Nebraska 


Medical Director 


Edward Langdon, M.D., medical director of The 
Central National Life Insurance Company, has been 
elected medical director of this group. In his new capac- 
ity, Dr. Langdon will be the medical staff advisor to all 
the member companies which comprise The Central Na- 
tional Insurance Company, The Central National Life 
Insurance Company, and the Protective National Insur- 
ance Company. 


MOHAWK Insurance Company 
New York, New York 


Additional Financing 


This company has registered a filing with the Securi- 
ties and xchange Commission for 75,000 shares of class 
A common stock to be offered at $12 per share. The 
company was licensed January 1, 1960, with capital of 
$102,000 and surplus of $93,780 after organizational ex- 
penses. It began business in July of this year. 


NEW AMSTERDAM Casualty Company 
FIDELITY AND DEPOSIT Company 


Baltimore, Maryland 


SECURITY Insurance Company of New Haven 
New Haven, Connecticut 


Exchange Negotiations 
Opposes Merger 


The Security Insurance Company of New Haven has 
announced a proposal to offer its stock for stock of the 
New Amsterdam Casualty Company. The plan calls for 
an exchange of 1% shares of Security common for each 
of the first 405,000 shares of New Amsterdam tendered. 
There are 500,000 shares of New Amsterdam stock out- 
standing. A hearing on the plan by the Connecticut 
Commissioner was scheduled for August 22 but post- 
poned until November 21 at the request of the man- 
agement of the New Amsterdam. John C. Legge & Co. 
has been retained to head a group as dealer manager 
to solicit New Amsterdam stock. 


J. Arthur Nelson, chairman of the New Amsterdam, 
and B. H. Mercer, president of the Fidelity and Deposit 
Company of Maryland, have confirmed that conversa- 
tions are in progress looking toward the acquisition by 
the Fidelity and Deposit of the New Amsterdam and its 
subsidiary, the United States Casualty Company. Mr. 


(Continued on the next page) 





NEW AMSTERDAM—Continued Brokers’ Association has expressed its opposition to the 
merger of the New Amsterdam Casualty Company, its 
Nelson has written New Amsterdam stockholders to subsidiary, the United States Casualty Company, and the 
await the Fidelity and Deposit offer. The acquisition Fidelity & Deposit Company. The Association feels that 
would be by stock exchange but at the date this event the proposed merger would restrain trade, limit competi- 
to press no basis for the exchange had been set. tion, and not be in the public interest. 
In letters to the Superintendents of Insurance of New 
York and Maryland, the Antitrust Division of the 
United States Department of Justice and the Federal 
Trade Commission, the Greater New York Insurance PACIFIC OF NEW YORK Group 
New York, New York 


= For Glorious FLORIDA Resort Living 3 Executive Election 


A. Earl Heacock has been elected chairman of the 
completely air conditioned board and chief executive officer and Clinton V. Mese- 
ra role, Jr., president of this group, composed of the Pacific 


QUnNne’ Insurance Company of New York, the Bankers and 


Shippers Insurance Company of New York and the 
Jersey Insurance Company of New York. At the same 
POOL * CABANA CLUB + PRIVATE BEACH 


time, Leslie A. Lloyd and Romeyn W. Smith were ap- 
pointed vice presidents, and Henry C. Langeman and 
Leroy B. Russell advanced to secretaries of each com- 
You'll enjoy every deluxe resort facility right 
here — private ocean beach, olympic size 
swimming pool, 


pany. 
, planned entertainment 
program, dining room, 
coffee shop, 
cocktail lounge. 


SEPT. 1 TO NOV. 1 
$3.50 daily, per persor 
European Plan 


NOV. 1 TO DEC. 19 
$4.50 daily 


the 


"ef 


RELIABLE Insurance Company 
Miami, Florida 


DVS PRIOR OMA BOP 


YK 


Change In Management 


As of September 30, the American Equity Insurance 
Group will no longer manage the affairs of this company. 
aa ee vi be ph seo poe The executive offices of the Reliable will be moved from 
: ‘ easantly sur- , ~~ , ° ° 
orised! a ee 901 N. E. Second Avenue, Miami (the headquarters of 
Write today to: the American Equity) to 218 West Adams Street, Jack- 
Charles J. O’Brien, : A) eo 
Soames ateme sonville, Fla. 
-." ° 
No San Marino, Oceanfront, 
lin 
~~ 43rd & Coll S, 
; Miami Beach, 
¥ 
S- Florida 
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ST. PAUL FIRE AND MARINE Insurance Co. 
St. Paul, Minnesota 





RYT Mpoeke? 





Increased Dividends 





This company has declared a quarterly dividend of 

$.36 per share payable October 17 to stockholders of 

record October 10. This is an increase from the previous 
\ quarterly dividends of $.32% each. 


REINSURANCE | 


SOUTHERN GENERAL Insurance Company 
Atlanta, Georgia 


FRANK New Vice President 
BU RNS INC. Richard H. Work, formerly assistant vice president 


in charge of the claims department of the Stuyvesant 

ae Insurance Company, has been elected vice-president of 

STUART BUILDING SEATTLE, WASHINGTON / this company. He will be in charge of the claims depart- 
ee taf ment. Sourthern General became a member of the Gen- 
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eral Acceptance Corporation group of companies on 
April lst. Other members of the group are Stuyvesant, 
Stuyvesant Life, American Financial Life and National 
Mutual Assurance Company. 


STATE MUTUAL Insurance Company 
Flint, Michigan 


New President 


Felix Witt, a retired regional sales manager of a na- 
tional seed company and the operator of a 300-acre farm, 
has been elected president of this company. Mr. Witt, 
who has been a director of the firm since 1951, succeeds 
Holley K. Fisk, retired. Alex Little is now general man- 
ager as well as executive secretary and treasurer. 


THE STEWARTSTOWN Mutual Fire Insurance 


Company, Stewartstown, Pennsylvania 


New Title 


The name of this company has been changed to the 
Stewartstown Mutual Insurance Company. 


VIGILANT INSURANCE Company 
New York, New York 


Enters Colombia 


This company, a member of the Chubb and Son 
Group, has been admitted to transact fire, cargo, auto- 
mobile, burglary, fidelity and surety insurance business 
in the Republic of Colombia. Its activities in that country 
will be under the management of Suramericana, one of 
the leading Colombian insurance companies. Surameri- 
cana’s home office is located in Medellin. 


WABASH Fire and Casualty Insurance Co. 


Indianapolis, Indiana 


Bus Risks 


Markel Service, Inc. will insure bus risks through this 
company, according to a joint announcement made today 
by Irvin S. Markel, president of Markel Service, and 
John McGurk, Wabash president. All Wabash bus in- 
sureds will receive the Markel Safety Engineering serv- 
ice, The truck operations serviced by the Markel or- 
ganization are insured by Allstate Insurance Company. 
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Appleton & Cox, Inc. 


111 JOHN STREET * NEW YORK 38, NEW YORK 


Insurance Managers and 
Underwriters since 1872 


FOUNDERS AND MANAGERS 
OF THE 


Washington General 


INSURANCE CORPORATION 


FIRE AND ALLIED LINES 
AUTO PHYSICAL DAMAGE - INLAND 
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Immediate Gold-embossed on 
Delivery 2 tones of rich 
maroon; sturdy 
leatherette; 
8¥0"x12Ve"x2h"; 
holds 12 issues 


$3.00 each, 
postpaid 


These rich-looking binders put your year’s 
supply of The News in one convenient place 
—making a dignified display and a useful 
reference in your office. 


Alfred M. Best Co., Inc. 
75 Fulton Street, New York 38, N. Y. 
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topflight agents are swinging to Indiana Lumbermens 
in growing numbers! 


1. Prompt claims service. 2. The best in coverages. 
3. Planned advertising aids. 4. Solid support from all 
departments—these plus factors can make your selling job 
easier and more profitable. 





e FIRE ee CASUALTY 
e INLAND MARINE e AUTO 
write to Home Office for Details 








inpiAia LUMBERMENS MUTUAL 
Co Mwiance-— Lompany- 


429 NORTH PENNSYLVANIA STREET © INDIANAPOLIS, INDIANA 








DUSTON FIRE ano CASUALTY INSURANCE CO. 


MULTIPLE LINE 





ENERAL INSURANCE CORPORATION 


HOME OFFICE FORT WORTH, TEXAS 




















new directors 


Aetna Life Affiliated Companies (Hartford, Connecticut): 
John A. Hill, senior vice president of the Atena Life In- 
surance Company, has been elected a director of that 
company and of the Aetna Casualty and Surety Com- 
pany and the Standard Fire Insurance Company. 
American Surety Company of New York (New York, New 
York}: John R. Beckett, president-elect and director of 
Transamerica Corporation. 

Employers Reinsurance Corporation (Kansas City, Mis- 
souri): Paul D. Bartlett, Jr., executive vice president of 
Bartlett and Company, Kansas City grain brokers. 
Farmers Mutual Reinsurance Company (Grinnell, lowa): 
John A. Baumhover, Carroll County representative in the 
lowa Legislature and secretary of the Mt. Carmel Mutual 
Insurance Association at Carroll. 

Harbor Insurance Company (Los Angeles, California): 
John W. Luhring, Vice President of Union Bank. 
Southwestern Indemnity Company (Waco, Texas): R. F. 
Laycock, director and vice president—finance of the 
Preferred Insurance Company and Leon W. Fouts, assist- 
ant vice president—claims of the Preferred and vice 
president of Southwestern, have been named directors of 
this company, a subsidiary of the Preferred. 

Springfield Fire and Marine Insurance Co. (Springfield, 
Mass.}: Charles M. Fish, president of the Freeport Insur- 
ance Company, Freeport, Illinois. 





ASSIGNED RISK PLAN REVISION 


THE FIRST MAJOR REVISIONS in the operating rules of 
the New York Automobile Assigned Risk Plan since 
its establishment in 1941 have been approved by the in- 
surance department effective October 1. The changes 
involve credits to companies for voluntarily covering 
young male drivers and others in the plan, referral of 
applicants with the worst driving and accident records 
to the Bureau of Motor Vehicles for re-examination, 
and possible suspension of their drivers’ licenses and 
realignment of the added premiums for accidents and 
traffic violations. In making the changes, the department 
rejected the proposal for a 10% premium increase on 
“clean” assigned risks. The basic 10% commission (5% 
for commercial risks) to brokers and agents is retained. 


USE OF HOSPITALS 


CoM MISSIONER SEARS Of Maryland has tentatively sched- 
uled a meeting to consider unnecessary and uneco- 
nomical use of hospitals as alleged in a forthcoming 
report sponsored by the Medical and Chirurgical Fac- 
ulty. It will be attended by representatives of the Fac- 
ulty, the Hospital Council, Blue Cross, and Blue Shield. 
The report of the Faculty is said by the Commissioner 
to indicate the situation has grown to proportions bor- 
dering on fraud and misrepresentation. 

Pennsylvania Governor Lawrence’s hospital study 
commission with insurance commissioner Smith as chair- 
man has launched a study of the best means to provide 
first class hospital facilities on the most efficient and 
economical basis. 
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The 
TRI-STATE GROUP 


Farmers and Merchants 
Insurance Company 


All 
MULTIPLE LINE 


Experienced Underwriting 
Prompt Claims Handling 


Special En gineerin g Service 


Home Offices 
Tri-State Insurance Building 


Tulsa, Oklahoma 








Offering the 
fullest facilities 
for virtually 

every fire and 
casualty insurance 
need, 


The 
TRISTATE GROUP 


is licensed to 
operate in the 
following twenty-nine 


states: 


ALABAMA 
ARIZONA 
ARKANSAS 
COLORADO 
FLORIDA 
GEORGIA 
IDAHO 
ILLINOIS 
INDIANA 
IOWA 
KANSAS 
KENTUCKY 
LOUISIANA 
MINNESOTA 
MISSISSIPPI 
MISSOURI 
MONTANA 
NEBRASKA 
NEVADA 
NEW MEXICO 
NORTH DAKOTA 
OKLAHOMA 
OREGON 
SOUTH DAKOTA 
TENNESSEE 
TEXAS 
UTAH 
WASHINGTON 
WYOMING 
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C.P.C.U. DESIGNATION 


A TOTAL oF 297 persons completed 
the examination requirements for the 
C.P.C.U. designations this year, just 
a few less than the record number 
of 303 last year. The 


persons taking examinations, 2,641, 


number of 


297 


Che 2 


examination completers are from 186 


was a new high, however. 


cities in 39 states and the District of 
Columbia. National conferment of 
the designation will be at an all 
industry luncheon September 15 in 
Detroit sponsored by the Michigan 
Chapter of the Society of Chartered 
Property and Casualty Underwrit 
ers. Following conferment, there will 
be regional diploma presentations 
sponsored by various chapters of the 
Society. 

At the annual meeting July 27, 
Hubert W. Yount, vice 
president of Liberty Mutual Insur- 
ance Company, was elected president 
of the American Institute for Prop 
erty and Liability Underwriters. He 
succeeds Kenneth B. Hatch, presi 
dent of the Reliance Insurance Com 
pany. 


execullve 


DANGEROUS DRIVERS 


LEGISLATION HAS BEEN SIGNED by 
President Eisenhower which author 
izes a nationwide list of dangerous 
drivers. States and other political 
subdivisions will submit, on a volun- 
the 
whose licenses have been revoked for 
drunken driving or who have been 
involved in traffic violations result- 
ing in death. 


tary basis, names of drivers 


These will be compiled 
by the Commerce Department to 
identify drivers who move 
state lines 


acTOss 


TRUSSELL REPORT 


MorRE EFFICIENT USE OI 
may help slow the 
hospital care costs but cannot halt 


facilities 
down rise in 
it according to a 383-page report on 
“Prepayment for Hospital Care in 
New York.” The report is the result 
of a study of the eight Blue Cross 
plans in New York state made 
der the direction of Dr. 
Trussell Frank van Dyke by 
Columbia University School of Pub- 
lic Health Administration at the re- 
quest of the state health insurance 


un- 
Ray E, 
and 


156 


departments. Other conclusions 
reached are that the impact of unions 
will be instrumental in increasing 
still further the costs of hospital care 
and that consideration must be given 
to certain out-patient diagnostic and 
over-age coverages which could be 
included under Blue Cross in order 
to relieve the demand for in-patient 
services. Copies of the report are 
available at $5 each from the New 
York Insurance Department, 123 
William Street, New York 38, New 
York. 


MUTUAL ADVERTISING 


THE NATIONAL ASSOCIATION OF Mu- 
tual Insurance Agents and the Ad- 
visory Conference (mutual agency 
company organizations) have chosen 
November as its “kick-off” month, 
designed to inspire more advertis- 
ing and to promote the use of the 
NAMIA_ emblem—the Mounted 
Warrior, and its slogan—“Mutual 
Agents Offer More.” J. Wallace 
Aggett, secretary of the Atlantic 
Mutual Fire Insurance Company of 
Savannah, Georgia, is chairman of 
a committee which is spearheading 
the program. Said to be the most 
comprehensive advertising effort 
ever undertaken by the mutual 
agency industry as a joint company- 
agent project, it is part of the 
continuing program of the joint 
Company-Agents Conference to 
strengthen the competitive position 
of mutual agency insurance. 


ATOMIC ENERGY 


AS AMERICA DEVELOPs the peaceful 
uses of atomic energy, justice will 
require several significant changes 
in current legal concepts, a major 
University of Michigan study indi- 
cates. Titled Atoms and The Law, 
the 1500-page study summarizes 
nine years’ work in this field. Its 
authors are Dean E. Blythe Stason, 
Prof. Samuel D. Estep, and Prof. 
William J. Peirce, director of the 
U-M Legislative Research Center. 
Among the major changes they 
see are: 
1. Establishment of ‘contingent in- 
jury funds” to pay for personal in- 
juries resulting from radiation and 
other atomic hazards, 
effects are not 
parent ; 


their 
ap- 


when 
immediately 


2. Legislation to clarify the liabili- 
ties involved in various types of 
atomic activity, balancing the value 
of technological advances to society 
with the hazard they may involve 
for humans; and 
3. Revision of workmen’s compen- 
sation laws to cover atomic cases, 
including some means of apportion- 
ing costs of radiation injuries where 
more than one employer may be 
involved. 

The recommend a 
model atomic energy act for adoption 
by state legislatures. 


authors also 


COURT DELAY 


CASUALTY INSURANCE Companies are 
as much concerned about the judicial 
backlog of personal injury cases as 
is any element of the bench, the bar, 
or the public in general. They will 
cooperate in any soundly conceived 
plan to relieve court congestion 
which does not compromise the basic 
obligation to preserve properly the 
funds entrusted for the protection 
of the insuring public,” Charles H. 
Halsey, vice president of the Federal 
Mutual Insurance Company, told a 
recent meeting of the Danville, Illi- 
nois, Lions Club. It is estimated that 
from 90% to 95% of the claims 
growing out of motor car accidents 
are settled quickly, justly, amicably, 
and the losses are paid by the insur- 
ance companies without the addi- 
tional costs of litigation, he reminded 
the meeting. He explained that the 
final cost of a casualty claim almost 
universally increases in proportion to 
the delay in its final settlement and 
noted that delays in trial as often 
as not are the consequence of plain- 


tiff’s decision or decision by plain- 
tiff’s counsel, or stem from circum- 
stances over which neither party has 
control. 


INSURANCE LIMIT 


THE TOP AMOUNT OF aviation travel 
insurance which can be purchased 
at the Washington (D. C.) National 
Airport has been reduced from 
$425,000 to $165,000 by the Federal 
Aviation Agency. The restriction 
applies only to the Government- 
operated terminal in Washington 
and is intended as a deterrent to the 
sabotage of planes for insurance pur- 
poses. 
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Yes, here’s a unique and inexpensive client 
SERVICE that will keep your name and service be- 
fore your clients every day for 2 years. 

And you'll be helping to reduce their insurance 
costs . . . to prevent accidents .. . cut production 
losses . . . and save money. 

BEST’S SAFETY MAINTENANCE DIREC- 
TORY combined with THE MANUAL OF SAFETY 
TECHNIQUES is an authentic up-to-the-minute ac- 
cident prevention manual and safety buying guide. 
Your industrial clients will find that you have virtu- 
ally provided them with a top flight safety staff. 


And the Safety-Manual-Directory is an excellent 
prestige builder for you! Every time your client picks 


SAFETY DIVISION, 


it up or even looks at it he’ll see your name promi- 
nently imprinted on the cover. 


You'll be pleased to know, too, that this modern 
client relations authentic service is quite inexpensive 

and good for 2 years! Three to nine copies are only 
$5.00 each (minimum order—3 copies); 10 or more 
copies are $4.25. That’s a saving of from $2.25 to 
$2.50 a copy over the usual $7.50 price. And, there’s 
no charge for imprinting if you order 10 or more 
copies. (There is a slight charge for imprinting less 
than 10 copies.) 


Send us your order now. Take our word—it will 
be one of the best investments in better client rela- 
tions and prestige advertising you ever made. 


ALFRED M. BEST COMPANY, INC., 75 Fulton St., New York 38, N. Y. 


To: Alfred M. Best Company, Inc., 75 Fulton Street, New York 


a. i 


Please send ___ potd imprinted copies of 


BEST’S SAFETY MAINTENANCE DIRECTORY COMBINED 
WITH THE MANUAL OF MODERN SAFETY TECHNIQUES. 


NAME 
POSITION .- 

AGENCY NAME 
Ge ee 
CITY ZONE 


STATE 





My gold imprint should read: * 














* Imprint limited to three lines, capital letters only. 








obituaries 


Robertson: Norman T. Roberston, a 
former president of the American Eagle 
Fire Insurance Co. and Continental Insur- 
ance Co., died July 19 at the age of 78. 
Mr. Robertson was currently associated 
with the New York Stock Exchange firm 
of Shelby Cullon Davis & Co. in New York 
City, as an insurance shares specialist. 
He joined the firm in 1949. 

Mr. Robertson began his insurance 
career in 1903, joining Cravens & Kelly, a 
general agency in Houston, Texas. In the 
following years he held, among others, 
these insurance company positions: Sec- 
retary of Fidelity-Phenix Fire Insurance 
Co., in 1919; president of American Eagle, 
in 1921; president of Continental Insur- 
ance, 1921; vice president of National 
Liberty of American in 1924; and president 
and general manager of Germainic Fire 
Insurance Co., in 1928. Mr. Robertson had 
also been engaged in the general agency 
business, and at one time was an insurance 
broker. He was a member of the Drug & 
Chemical Club of New York City. 


Winterburn: Joseph C. Winterburn, as- 
sistant vice president in charge of the 
marine insurance department of the Home 
Insurance Co. of Hawaii, died July 28. He 
was 54. After graduating from Stanford 
University in 1928, Mr. Winterburn spent 
fifteen years with Marsh & McLennan in 
San Fransisco and Los Angeles before going 
to the Islands in 1947 at the invitation of 
the Home Insurance Co. of Hawaii. He 
joined the company as superintendent of 
the marine insurance department early in 
1948 and was elevated to assistant vice 
president two years later. Mr. Winterburn 
was recognized as the outstanding author- 
ity on marine insurance in Hawaii and fot 
many years was one of the nation’s leaders 
in that field. He was the 50th State’s only 
member of the Association of Average 
Adjusters of the United States. Mr. Win- 
terburn was one of the founders of Hon 
olulu’s Diamond Head Archery Club, and 
was active in the Hawaii Lapidary Society. 
He was a member of the Church of the 
Holy Nativity. 


Marsh: Frank W. Marsh, secretary for 
The Phoenix of Hartford Insurance Com- 
panies, died August 15th following a long 
illness. He was 54 years old. Mr. Marsh 
joined The Phoenix in 1927 in the east- 
ern underwriting department and _ trans- 
ferred to the inland marine department 
in 1934. He was appointed special agent 
for inland marine in Philadelphia in 1937 
and in 1941 became special agent for East- 
ern Pennsylvania and Southern New 
Jersey. He was promoted to state agent of 
that territory in 1944. In 1946, Mr. Marsh 
returned to Hartford as general agent of 
the inland marine department, was ap- 
pointed marine secretary in 1949 and a 
full secretary for the companies in 1957. 


Laird: Carroll W. Laird, surety secretary, 
Indemnity Insurance Company of North 
America, died August 13 at the age of 
61. Mr. Laird joined the INA in Phila- 
delphia as superintendent of its surety 
department in 1934. He was elected to 
the position of surety secretary, Indem- 
nity Insurance Company of North 
America in 1957. 


Air: Robert D. Air, retired staff adjuster 


at Kansas City for the America Fore com- 
panies of the America Fore Loyalty Group, 
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died August 3 following a long illness. He 
was 86 years old. 

Mr. Air started his career with the 
Group in 1890 as a file boy in the Chicago 
office at the old Phenix of Brooklyn. In 
1902 he was promoted to special agent for 
Kansas and Oklahoma and two years later 
he assumed charge of the Oklahoma field. 
Mr. Air returned to Kansas in 1909 as 
state agent and served in that post until 
1940 when he became staff adjuster at 
Kansas City for the America Fore fire 
companies. He retired in 1958. 


Schwartz: Morris Schwartz, founder of 
the Schwartz and Wish _ Insurance 
Agency and a member of the Insurance 
Board of Cleveland died August 12 at 
the age of 73. Mr. Schwartz had been 
in the insurance business since 1920, six 
years after he came to this country from 
Lithuania. He was active in several 
Jewish benevolent societies. 





News from London—from page 12! 


casualties in 1959, According to the 
West German Transport Ministry, 
the largest losses were the Joachin 
Schulte, 5,833 tons gross, and the 
Seevogel, 1,404 tons. Collisions ac- 
counted for nearly 60% of the casual- 
ties; 20% of the ships went 
aground; and one in three was said 
to be the fault of the ships’ crews. 

Only two oceangoing ships were 
reported to have either lost their 
propellers or suffered broken tail- 
shafts during the second quarter of 
1960. The ships were not war built 
types. In the previous quarter five 
ships lost their propellers, of which 
four were Liberty types. 

Casualty statistics published by 
the Liverpool Underwriters’ As- 
sociation, applying to ships of 500 
tons gross and over, show that the 
total number of casualties in the 
January-June period of 1960 showed 
a reduction compared with the first 
six months of 1959. Casualties num- 
bered 3,616, against 3,665 in 1959. 
However, the number of total losses 
increased ; 65 ships, against 52 in the 
comparable period last year. 


LITTERING DANGEROUS 


LITTERING OF THE HIGHWAYS has 
been labeled a menace as well as an 
eyesore by the Greater New York 
Safety Council which estimates that 
1,000 deaths and 100,000 serious 
injuries result each year from acci- 
dents caused when motorists swerve 
to avoid hitting debris on the road. 


IMPROVE WATER 


CHEMICALS THAT TRANSFORM water 
into a fluid that snuffs out fire ten 
times faster than ordinary water are 
being evaluated by Syracuse Uni- 
versity scientists. 

Scientists, in fourteen years of 
studying various fire-extinguishing 
agents, have come to believe that 
some of the better qualities of fire- 
fighting foams—high viscosity and 
blanketing ability—can be trans- 
ferred to water. 

Water, always the cheapest and 
most abundant and often the only 
fire-fighter available, nevertheless 
has some drawbacks. Its low viscos- 
ity, which limits its blanketing abil- 
ity and allows it to evaporate quickly 
and run off burning structures, is its 
major shortcoming. So for the past 
three years the scientists have been 
concentrating on chemicals which 
improve water, mainly viscosity ad- 
ditives. 

Such additives thicken water to a 
consistency similar to that of milk, 
and just that amount of variation 
gives the water greatly improved 
blanketing and run-off properties. 

Dow Chemical Company scientists 
describe ET 460-4, a developmental 
product, as a new synthetic water- 
soluble polymer. One of its principle 
advantages, they say, is that it goes 
into solution with water faster than 
any of the other polymers tested as 
thickeners. 


Slight Modification 


The scientists believe that the 
product can be used in conventional 
fire-fighting equipment. All that 
would be necessary, they believe, is 
a slight modification of the pressure- 
boosting pumps on fire trucks. The 
change would permit small amounts 
of ET 460-4, which is a powder, to 
be injected directly into the flowing 
hydrant water. 

Other additives which have been 
tested, although to a lesser extent, 
are opacifiers and detergents. 

Opacifiers make water more 
opaque, which enables it to reflect 
the radiant energy of flames away 
from the burning structure, Dr. 
Grove said. Detergents disperse 
opacifier particles in suspension and 
help the fluid spread over the burn- 
ing surface. 
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EDITORIALS 


Accident and Health Experience 
Assent and Dissent 

Editors’ Corner, The (monthly) 
Estimated Earnings (1959) 

Lloyds Underwriting by Line ...... 
London Lloyd’s 1959 Report 

Mutual ceeetns Results 

Mutual Underwriting by Lines 
Reciprocal Underwriting by Line 
Semi-Annual Results—Stock Companies 
Stock Underwriting by Lines 

Stock Company Groups 

Stock eperetieg oo ae 
Stock Underwriting by Classes. 


BUYERS & LOSS CONTROL 


Behind the Losses (monthly) 

Buyers Round Table (monthly) bye 

Burglary Is a Big Business 

Fire Protection in Eating Establishments 

Is the Price Right?—H. J. Ginsburg . 

Radiation Hazards Protoection—Dr. Irving a Berstein 
Radioactivity Hazards—W. T. Tower 
Risk Control—Howard C. Giles 
Safety—Everybody’s Job 

Smali Loss Crisis—2. 

Thirteen Steps to Kitchen Safety obese 


LIFE AND ACCIDENT and HEALTH 


Accident and Health Developments (monthly) 
Broadening the Market—William H. Day 
Common Endeavor, A—Arnold T. 
Control of Losses—S. Bruce Black 
Developments in Health Insurance—F. 
Entering the Life Field—Edwin H. 
Looking Ahead—Edmund L. Zalinski 


J. Faulkner 
Marshall .... 


Major yy Reappraisal—A. B. Halverson 


Sell Aggressively—Rer H. Anderson 

Selling Life (monthly) 

Should You Sell Life Insurance ?—Jack McDevitt 

Ten Commandments of Insurance—Pawl A. Wallace, CLU 
Functions of the Council—Arthur M. Browning 


“iam 100 
..May 86 
Aug. 53 


LEGAL AND CLAIMS 


Aspects of Appretesh—t, FE. Mahoney 

Judge Says, The—R. M. MacArthur (monthly) 
Liability Guiding Principles 

Loss Frequency—Richard K. Fowler, C.P.C.U. 


July 111 

Sept. 113 

... Aug. 18 
anectéeepecs te neeee 


MANAGEMENT & GENERAL 


Aeceptabte Sureties 
ine Operations—Travis T. 
Annual mepertSesrge FP. Rea 
Appraise Your Positien—0¢. I. _ a il. 
Assigned Risks—William Leslie. Jr. 
Business Philosophy, A—Roland H. Lange 
Catastrophe Reinsurance—Donald A. Tripp me 
Competitive Enterprise at its Best- 8 Victor Herd . 
Dental Claims—Gabriel R. Vogelson, D.D.S. 
Disability Control—8S. Rruce Black . 
Excess Lines Round Table—Arnold J. "Flegenheimer 
CE cciehePeliel eben baielna cia cthycess sso OvNbhendeeeaan May 20 

Part II Pes 
Eo hes ke kd in necqeucten Sept. 71 
I CU a eg Sept. 
Foreign Markets for Insurance—Harrington Putnam 
If I Were King—Eugene F. Gallagher 
Importance of Being Human—Arne Fougner 
Improving the Public’s Image—Albert H. Wood 
Independents’ Hxperience—sS. Alerander Bell 
Insurance in Evolution—Ambrose B. Kelly ............6265: 
Investigation of C laims- —Robert W. Schooley 
Merit Rating Results—S. Alerander Bell 
News from London—Denzil Stuart 
Operating Trends—Frank Lang July 20, 
Practical Training for Fire Underwriters—James H. Hazard May = 
Priceless Ingredient, The—Joseph V. Brady 
Proposed Rate Regulatory Bill—Nat’l Assn. of Independent 

Insurers 
Way It Looks, The—Hugene F. Gallagher 
Tax Status of Fire and Casualty 
View of Reinsurance, A 


* perenne 


me 
- 


June 115 


OFFICE METHODS 
Answer to Progress, An 


Advance Planning—Gus Foressell 
Advance Planning for Service 


For September, 1960 


MONTHS 


Around the Office (monthly) 
Be Original in Copying 
Booklets (monthly) 
Computers—Are They Worth Their Salt ?— 

Raymond Dreyfack 
Controlling Absenteeism and Tardiness—Guy Fergason .....5e 
Cooperation—Do You Get It—Guy Fergason 
Cutting Office Costs—William E. Wilson 
Cutting Verifying Time 
Development of Skills—R. J. Rose 
Don’t Overlook Microfilm (1.A.S.A.)—John L. Lamprey, Jr.. . 
Furniture and Equipment Accounting (1.A.S.A.) 

H. Dirk Holleman 
Giving, Getting, and Understanding Instructions 

Guy Fergason 
Management’s Political Responsibilities—Guy Fergason 
Modern Aids to Office Efficiency (monthly) 
Modern Carillons 
Office Automation—R. Hunt Brown 
Office Busybody, The—Guy Fergason 
Office Equipment Directory (monthly) 
One-Typ ng Production—Rob H. Croaswhite 
Overall Company Budget—W. N. Stannus en 
People-Training—Sid Slifken .........ccceccccescccceseeceeaet June 
Pre-Authorized Check Plan, The—Marius M. Martin July 
Problem of Gift Solicitation, The—Guy Fergason ..........- -May 
Salary Administration—Carl R. Harrington, Jr. ............-4 A 
Choosing a Supervisor—D. B. Spangler ................+-0005 N ~ 
Selecting a Time Clock—Jack Taylor ........0...-ceeeeeeeees May 
Tips on Time Cards—Jack Taylor July 
Two New Systems 


SALES AND EDUCATION 


Analysis of Agencies—Don R. Ruetz 

Basic to Our Industry— Williford Gragg 

Casualty Contracts 

C.P.C.U. Questions and Answers—American Institute 
Part I—Insurance Principles and Practices ...... May 71, June 8&5 
Part II—Insurance Principles and Practices ....July 103, Aug. 69 
Part IlI—General Education .........cccesccccccccccccces Sept. 91 

Door Opener—John W. Stewart Sept. 64 

Direct Mail—C. F. Scheer Sept. 18 

Employee EAE, SE er eee 

Looking Forward—Porter Ellis, CLI : Apr. 35 

Market Survey and Analysis— Wilton L. G .P.C.U. 61 

Operation Survival—Xobert W. Miller Apr. 51 

Quiz of the Month 
Principles of Accounting ..May 109, June 149 
Principles of Management July 99, Aug. 76 
Casualty Contracts my 137 

Selling Parade (monthly) 

Accidental Deaths 

Service for the Customer—Frank FE. Mueller, Jr. 

Why Dishonesty Insurance ?—Arthur J. Hand 
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MISCELLANEOUS 


Association Notes .... 

Best’s Stock Index 

Building Cost Index ... 

Company Developments . 

Conventions Ahead 

Fire Losses bee 
Home Office and Field Appointments: — 
Insurance Stock Quotations ata 
Motor Vehicle Deaths 

New Directors 

New Publications 

Obituaries 

Rate Changes , 

Reports on Companies .. 


Antemsate 
alif, 


yin Georgia, Nev., 
Maine, Vermont 
Conn., D. C., Mass., 
Del., Fla., Me., Nebr., 


G ame 
p # 


“—. 





Hospitalization 
Mich., Conn. 
New Yy ork 


Ga., Md., Miss., 
Fla., Mass., 
Mich., Mo., 
Ariz., i 


Nebr., N. C., Ohio, Ore., R. I., Tenn., W ash, Aug 60 
Mich., Va., Wis . 122 
N. H., Va., Vt., Wisc. ‘ 
Calif., Kans., Ky., Me., Mo., 


Aug. 60 
Sept. 122 
VE. scntuetne datescaens Sept. 124 


Liability Other than Auto 
Maine B 
Hawaii, Texas, D. C. 
Ariz., Colo., ‘<_ es Svs 

S. D., Utah, W. 


a., ry 
Iil., Towa, N. ae N. Mex., Okla 


Apr. 128 

--May 150 
Miss., N. 

New "Jersey 


July 118 Kans., N. Y. 


Workmen’ 8 eeeeeasien 
¥. Ba, oe 


CHAS ws Skee co ékn cad vee ame eaves May 150 


INSURANCE COMPANIES REPORTED ON (FROM JANUARY, 1960) 


Aetna Ins. Co., Hartford 

(Executive Appointments) .. -Apr. 167 
Aetna Life Affiliated Companies, Hartford 

(Stock Split and Dividend ......Mar. 159 

(Executive Appointments) ...-Mar. 159 

(Paid-Up Coverage) ! . 167 

(Named Agency Head) -Aug. 129 
Afco, New York 

(Executive Elections) .... July 129 
Agricultural Insurance Group, Watertown 

(Budget Plan) July 129 

(Package Policy) July 129 
Allied Mutual Casualty, Des 

(Name Changed) 
Allied Mutual Ins. Co 

(New Title) 
Allstate Insurance Cos., Skokie 

(To Write Reinsurance) .........Jan. 137 

(Holding Company) ...Jan, 137 

(Buy Mexican Interest ..Feb. 143 

(New Life Subsidiary) "eb. 143 

(Elected Vice President) ..May 147 

(Guaranteed Auto Policy) .June 141 

(Guaranteed Renewable) .... .. July 129 

(Writing Commercial Risks) -Aug. 129 
America Fore-Loyalty Group, New York 

(Executive Appointments) Jan 

(Executive Elections) .Feb. 

(1959 Results . Mar. 

(Executive Elections) ...........¢ June 

(Expanding Operations) 

(Management Shift) 
American Casualty Co., Reading 

(Eastern Casualty Purchased)...Feb. 
American Credit Indemnity, Baltimore 

(Executive Elections) ...........¢ Jan. 
American General, Houston 

(Dividend Action) ooo SAR. 

(Stock Dividend) 159 
American Hardware Mutual, Minne: mee 

(Executive Elections) -June 141 

(New President) ° July 129 
American Home Assur. Group, New York 

(Executive Appointments) Apr. 167 
The American Ins. Co., Newark 

(Executive Changes) 

(Executive Promotions) ..... 
American Internat. Underwriters, 

(Elected Vice President) .. 
American Marine and General, 

(Elected President) ...... Apr. 167 
American Motorists Ins. Co., C ‘hicago 

(Increased Capital) .. -Jan. 137 
American Mutual Ins. Co., Gre and R apids 

(Merged) June 142 
American Mutual Liability ‘Cos., Wakefield 

(New Vice President) May 147 
American Reinsurance, New Y ‘ork 

(Dividend Actions) 

(Executive Promotions) ..-»-May 147 
The American Road Ins. Co., Dearborn 

(New Company) o+eeeFeb. 148 
American Sentinel, Harrisburg 

(New Address) Jan, 137 
American Shipbuilders & Shipowners, 

Philadelphia 

(Named President) ...... ..e-Mar. 
American States Ins. Co., Indians napolis 

(Stock Dividend) Mar, 
American Surety Group, New Yor k 

(Stock Control) 

(Stock Acquired) 

(First Vice President) 

(Elected Vice President) 
American Title Ins. Co., Miami 

(Stock Dividend) 
American Universal, Pr¢ ovidence 

(Stock Dividend) . . 137 
Appleton & Cox, Inc., New York 

(General Counsel) 
Argonaut Insurance Co., 

(New President) 

(Executive Elections) ug. 129 
Associated Hospital Serv. of New Yorke N. Y. 

(Heads Blue Cross) .... : Jan. 138 

(Elected President) -May 147 
Atlantic Mutl. Ins, Co., N. 

(New coverages) Feb. 143 
Atlantic Natl. Assurance, 

Mar. 159 

Mar. 159 


Moines 
June 141 

, Des Moines 

-June 141 


..Feb. 143 
.. Aug. 129 
New York 
Sept. 151 
New York 


Jan. 137 


May 147 
Menlo Park 
a 129 


Miami 
(Moves Headquarters) 4 
(New Vice President) ar 
Atlantic National, New York 
(Vice Presidents) 
Audubon Ins. Co., B: 
(Named Vice 


June 141 
iton Rouge 
President) Sept. 151 
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Bakers Mut. Ins. Co., New York 
(New President) 

sankers Life and Cas. Co., 
(Insurance on Credit) 

Beneficial Fire & Cas. Ins. Co., 
(Purchases Company) 

Berks and Lehigh Mutual, Kutzton 
(Merged) 

Bituminous Casualty Corp., 
(Executive Election) 
Blue Ridge Insurance Co., 

(Name Changed) 
British General Insurance Co., 
New York 
CEE Da vac acuesessiaed vacaeot May 147 
(EE CED wccncccicsscoese May 147 


Cal-Farm Insurance Co., 
(Merger Approved) July 129 
The Camden Fire Assn., 
(Named Secretary) June 141 
Cascade Insurance Co., Tacoma 
(Monthly Billing) Jan. 138 
Carpenter Mut. Ins. Co. of Garwenbeliin. 
Curwensville 
(New Address) Feb. 143 
The Celina roup, Celina 
(Claim Free Discount) Feb. 144 
CRNEED, 66b42405506cneaese<cceos May 147 
(Merger) June 142 
The Central Natl. Insurance Group, Omaha 
(Medical Director) .. Sept. 151 
Cimarron Insurance Co., Cimarron 
(Vice President) July 129 
Citizens Casualty Co., 
(New President) June 142 
Civil Service Employees Ins., San Francisco 
(Stock Dividend) ............se0. Mar. 159 
Combined Ins. Cos., Chicago 
(Executive Elections) 
Commercial Union Fire Ins., New York 
(Merged) May 147 
Commercial Union Ins. Co., New York 
(New Title) May 147 
Continental Casualty Co., 
(Special Risks Division) 
(Executive Promotions) 
(Increased Coverage) 
(Dividend Declared) 
(Dividend Declared) 
(Sells Interest in U. 
(Executive Elections) 
(Executive Elections) 
(Heads Liability Dept.) 
Corroon and Reynolds Group, New < 
(Marine Manager) May 147 
Craftsman Ins. Co., Boston 
ee Pee Mar. 160 
Cream City Mutual Ins. Co., Milwaukee 
(Control Acquired) Feb. 148 
Cumis General Ins. Soc., Inc., Madison 
(Property Affiliate) July 130 


Chicago 


Los Angeles 


un 
Rock Island 
Charlotte 


Ltd., 


Berkeley 


Camden 


New York 


Chicago 


: Ar 
S. Life) ....] 


Dixie Auto Ins. Co., Anniston 
(Executive Changes) 


May 148 
(Executive Elections) 


June 142 


The Eastern Casualty Co., Reading 
(Purchased) Feb. 143 
(Moves Headquarters) .......... Mar. 160 

Eastern Ins. Co., Wilmington 
(Pays New York Claims) ........ Mar. 160 

Emmco Ins. Co., South Bend 
(New President) 

Empire Mutual Ins. Co., New Yo 
(Absorbs N. Y. Mut. Cas.) Ju 

a ire Mutual Ins. Co., P hhiladelphia. 

Yew Address) . 144 

Employers Assur. Corp., London 

SE OS MRD occcaaccsscvesea Mar. 164 

musiepers Cas. Co., Dallas 

(Stock Dividend) 
eres Mutual Cas. Co. 

(Executive Elections) 
er g's Mutual Group, Wausau 

New Chairman) 

(Pxecutive Elections) 
os Reinsurance Corp., 

(Executive Elections) 

NS Fears. May 148 


Ap 
, Des } Moines’ 


Farm Bureau Mutual of Washington, Yakima 
(Merger Approved) "July y 129 
The Farmers Fire Ins. 
(New President) .........sseeeeeed Apr. 168 


Farmers Mutual of Nebraska, Lincoln 
(Non-assessable Policies) July 130 

Federal Mutual Ins. Chicago 
(Executive Elections) 

Fidelity and Deposit Co., Baltimore 
(Exchange Negotiations) Sept. 151 
(Opposes Merger) Sept. 151 

Financial General Ins. Group, Des Moines 
(Executive Elections) Feb, 144 

Fireman's Fund Grou, San Franc ag? 
(Stock Dividend) Jan. 138 
(Increased Dividend) 
(Ellis Retires) 

(May Enter Life Field) 
(No Immediate Life Plans) 

First of Georgia Fire & Cas., 
(Elected Treasurer) 

Florida Home Ins. Co., Miami 
(Elected President) 

Founder’s Ins., Los Angeles 
(Executive Elections) .........../ Aug. 130 

Founders Mutua! Cas., Chicago 
(New President) 

Frankford Mutual Ins. Co., la. 
(Reinsures Independent Mutual)..Apr. 168 

Franklin Fire and Casualty, Columbus 
(Merger Approved) Mar. 14 

Freeport Ins. Co., Freeport 
(Affiliation) 


Aug. 130 


Augusta 
Apr. 168 


Feb, 144 


July 130 


General Exchange Ins., New York 
(Merger) 

Genera! Reinsurance, New York 
(Executive Elections) 

Genera! Union Mutual, Chicago 
(Temporary Injunction) 

Georgia Casualty & Surety, Atlanta 
(Stock Fraud Charged) 

Germantown Fire Ins. Co., Philadel phia 
(Capital Change) Jan. 138 

Glens Falls Ins., Glens Falls 
(Additional Interest) ............ Mar. 161 
(Heads Pacific Coast Dept.) 

Government Employees, Washington 
(Compact Automobiles) Jan. 139 
(Dividend Actions) . 139 
(Stock Dividend) ...........++.+- Mar, 161 
(To Finance Mobile Homes) June 142 

Great American Ins. Co., New York 
(Organizes Life Subsidiary) 

(Executive Elections) ...........- May 18 
(Elected Secretary) June 143 

Gulf Ins. Co., Dallas 

(Capital Change) 


Aug. 130 
July 130 


Feb. 145 


The Hanover Insurance, New York 
(Merger Proposal!) July 132 

Hardware Mutual Cos., Stevens Point 
(Executive Elections) June 143 

Harleysville Mutual Ins. Cos., Harleysville 
(Safe Driver Plan) 

Hartford Fire Ins. Group, Hartford 
(Capital Changes) . I 
(Capital Change) 

(Change in Title) 
(Executive Appointment) 

Hartley Mutual a York 
(Name Changed) 

Hartley Mutual Ins., York 
(New Title) 

Hawkeye Security Ins., 
(Elected President) 

The Home Ins. Co., New York 
(Smith Resigns) 

(Increased Dividend) 
(Purchases Agency) 

Home Mutual Ins. oe Appleton 

(Vice President) ...........0+-++ Mar. 161 


Des Moines 
June 143 


Feb. 145 
..-Feb. 145 
July 131 


Independent Mutual, Philadelphia 
(Reinsured by Frankford Mutual Apr. 168 

Indiana Insurance, Indianapolis 
(Re- Orognization) 

Indiana Lumbermens, Indianapolis 
(New President) ........---++e00+s May 148 

Illinois Ins. Co., Chicago 
(Stock Dividend ) 

Income Indemnity Ins., Rockford 
(CREOPROR) cccccccccvccesccscssesss Mar, 161 

Industrial Indemnity Co., San Francisco 
(Monthly Payments) Feb. 146 


Aug. 130 


Feb. 146 
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Institutional Insurance Co., Chicago 
(Executive Elections) ........... May 148 
Insurance Company of N. A. Cos., Phila. 
(Foreign Operations) Feb. 146 
(Dividend Actions) ..............Mar. 162 
(Capital Increase) ....ccccocccces May 148 
(Stock Dividend) 
(Merger) July 131 
International Auto Ins. Exchange, Indian- 
apolis 
(New Vice President) ...-Mar. 162 
(Executive Promotions) .........4 Aug. 131 
Interocean Insurance, ~ repeat 
(Moves Headquarters) 
Inter-Ocean Reinsurance, Cedar itapids 
(Dividend Actions) 139 
Interstate Fire & Cas., Chicago 
(Executive Promotions) . 146 
(Increases Dividend) 
Iowa Hardware Mutual, Mason City 
(Executive Elections) 


Iowa Natl. Mutual, 
(Promotions) 

Jefferson Insurance Co., New York 
(Ocean Marine Managers) 
(Increased Capitalization) 
(Executive Changes) 

Kemper Insurance Group, Chicgao 
(Executive Elections) 

Kentucky Central Ins., Anchorage 
(Commences Operations) July 131 

LaSalle Casualty, Chicago 
(Moves Home Office) ............/ Aug. 131 


Cedar Rapids 


Liberty Mutual Insurance Co., Boston 
(Senior Vice President) Feb. 146 

The London and Edinburgh, London 
(Trust Fund Established) 

The London and Lancashire, Ltd., 
(U. 8S. Manager) 

The Lumbermens Mutual, 
(Executive Changes) 

Lycoming Mut. Ins. Co., 
(Surviving Company) 


London 
July 132 
Mansfield 


Lycoming County 
Apr. 169 


Maine Insurance Co., Portland 
(COCTORTIOM) «ce cccesdsccdoccveccee Mar. 162 
(Elected Treasurer) 144 

Maryland Casualty Co., Baltimore 
(Executive Elections) Feb. 147 

Maryland National Insurance, Bel Air 
(Dividends) May 149 

Mass. Bonding, Boston 
(Offer to Buy Stock) ............. Mar. 162 
(Stock Sale) . 169 
(Increase Dividends) Apr. 169 
(Stock Purchase Challenged) ....May 149 
(Merger Proposal) y 132 

Merchant Fire Assurance Corp., New York 

Metropolitan Fire Assurance, Hartford 
(Executive Vice President May 149 

Michigan Mutual Liability, Detroit 
(Merit Rating Plan) . 139 
he BO Fee May 149 

Michigan Surety Co., Lansing 
(Custodianship) Feb. 147 
(Further Developments) . 168 
re ee Petition) Apr. 169 
"he Millers Mutual Fire, Fort W orth 
ri xecutive Elections) Mar. 163 

Minneapolis Fire & Marine, Minneapolis 
(Merged) Apr. 169 
(Custodianship Dissolved) ....... 144 

Mission Insurance, Los Angeles 
(New President) . 131 

Mohawk Ins. Co., New York 
(New Company) esees abeuecta . 163 
( Additional Financing) Sept. 151 

Motors Insurance Corporation, New York 
(Executive Vice Presidents) ......May 149 
(Merger) Aug. 130 

Mutual Benefit, Omaha 
(Wider Coverage) 

(Flight Insurance) 
(Increased Benefits) 

Mutual Ins. Co. of Pennsylvania, 
ville 
(New " 

National Auto. Ins. Cos., 
(Executive Elections) 

National Family Ins., St. Paul 
(New Company) June 144 

National Farmers Group, Denver 
(General Manager) Feb. 147 

National of Hartford Cos., Hartford 
(Executive Change) Feb. 148 
(Executive Promotions) ......... May 149 

The Natl. Mutual Ins, Co., Celina 
(Home Office Billing) 
(Merged) 

Natl. U Pilon Fire Ins. Co 
(Stock Sale) 

Nationwide Mutual Ins., C olumbus 
(Compact Car Discount) 
(Executive Appointments) . 

New Amsterdam Casualty Co., 
(Exchange Negotiations) 
(Opposes Merger) 


College- 


A 
Atlantic Beac h- 
May 149 


., Pittsburgh 
-Jan. 140 


saltimore 
sodeeees Sept. 151 
Sept. 151 


For September, 1960 


New Hampshire Ins. Co., Manchester 
(Extra Dividends) 
(New Policy) ‘ 
(Executive “plection) . ra 
N. Y. Mutual Casualty, New York 
(Absorbed by Empire Mutual) ...July 
Norfolk and Dedham Group, Dedham 
(Elected Secretary) June 
North American Reins. Corp., New York 
(Executive Vice President) 
(Executive pmeeeeems) Seek wdecén ae 
The North River Ins., New York 
(Increased Dividend) Sates cranees Mar. 
Northern Assurance Co., London 
CY WP IE Sa dwcaccccccices Mar. 164 
(General U. S. Attorney) ........ May 152 
Northwestern Mutual Ins. Co., Seattle 
(Acquires Cream City Mutual) ...Feb. 148 
(Vice Presidents) : cen 
(Senior Vice President) ..June 145 
Norwich Union Fire Ins. Soc., Ltd., Norwich 
(Combined Operations) 
(Group Management) 


The Ohio Casualty, Hamilton 

(Extra Dividend) ................d Jan. 140 
Ohio Farmers Cos., Columbus 

CRERSEEOED ccncectccccccccsccvcce Mar. 162 

(Budget Plan) 2 145 
Old Security Casualty, y 

(New Company) / . 131 


Pacific Employers Group, 
(Executive Elections) ........... May 152 
Pacific Indemnity Co., Los Angeles 
(Trip Accident Policy) Mar. 164 
Pacific Natl. Fire, San Franciscc 
(President Resigns) 145 
Pacific of New York Group, New York 
(Executive Elections) Sept. 152 
The Pacific Underwriters Corp., — 
(Executive Vice President) 172 
The Pennsylvania Fire Ins. Co., P hiindeiphia 
(Name Changed) Feb. 148 
The Pennsylvania Ins. Co., Phitadetphie 
(New Title) Feb. 148 
Pennsylvania Lumbermens Mutual, 
(Executive Elections) June 14% 
(Executive Elections) ....Jduly 132 
Pennsylvania Millers Mutual Ins. Co., Wilkes 


Barre 

(New Title) Aug. 131 
Pennsylvania Millers Mutual, Wilkes Ret) 

(Title Changed) 131 
Pennsylvania Mutual, Collegeville 

(New Title) -Aug. 132 
Peoples Indemnity Ins. Co., 

(Elected President) Apr. 172 
The Phoenix of Hartford Cos., Hs ‘tford 

(Premium Payment Plans) ...... Jan. 141 

(Minneapolis Fire Absorbed) ....Apr. 169 
Phoenix of London Group, New York 

(Chief Executive Officer) iF 
Porto Rican and American, San Juan 

CH UES cod nannseceniess Mar. 164 
Preferred Ins. Co., Grand Rapids 

(Acquires Southwestern Indem.) Apr. 172 

(Named Vice President) . 172 

(Writes Horse Mortality) .......: . 172 
Preferred Risk Mutual, Des Moines 

(Executive Elections Mar. 164 
Protection Mut. Ins. Co.. Chicago 

(Executive Vice President) 
Providence Washington Ins., 

(Dividend Action) 
Prudential of Great Britain, New Y a 

(Executive Elections) ‘ May 153 


Los Angeles 


..Apr. 172 
Prov vidence 


The Quaker City Ins. Co., Philadelphia 
(Named President) Mar. 164 


The Reinsurance Corporation, New York 
(Increased Dividend) A ocose daly 193 
Reliable Insurance Co., Dayton 
(To Sell in Supermarkets) May 153 
Reliable Insurance Co., Miami 
(Change in Management) Sept. 152 
Reliance Insurance Group, P niadeiphtn 
(Stock Dividend) Feb. 148 
(Executive Promotions) fone 145 
Rochdale Ins. Co., Philadelphia 
(Executive Changes) 148 
Royal-Globe Insurance Group, New Y ‘ork 
(Knight Bachelor) "eb. 148 
(Executive pg 148 
(Named Secretary) .May 153 
The Republic Tndennity, Columbus 
(Merger Approved) 

Safeco Insurance Co., Seattle 
(Boatowners Policy) 
Safeguard Insurance Co., 

(Named Vice President t) ug. 132 
Scottish Union & Natl. Ins. Co., Edinburg 
(Combined Operations) .. Jan. 140 
(Group Management) Me 
Security Fire & Indemnity, Charlotte 
(New Title) ..Jan. 136 
Security Ins. Co. of New Haven, ‘New Haven 
(Increases Dividend) Apr. 172 
(Exchange Negotiations) .. .. Sept. 151 
Security Mutual Casualty, Chicago 
(Executive Elections) ............ Jan. 141 


Mar. 164 


.July 132 
Hartford 


The Seven Provinces Ins. Co. Ltd 
Hague, Holland 
(Trust Fund Established) 
Skandia Insurance Co., New 
(Sixtieth Anniversary) 
Snake River Mutual Fire, Boise 
Ce ID ice deb nk<ce cased Aug. 
Snake River Mutual Insurance 
(New Title 
Southern General Ins., 
(Purchased) 
(Member of G.A.C.) 
(New Vice President) 
Southwestern Fire & Casualty, 
(Executive Elections) 
(Offer Made for Co.) 
Southwestern Indemnity Co., Waco 
(Acquired by Preferred Ins.) .....Apr. 1 
Springfield- Monarch Ins. Cos., Springfield 
(Chairman of the Board) . Apr. 173 
(Stock Dividend) Apr. 173 
(Affiliation) June 146 
The Standard Ins. Co., Tulsa 
(Stock Dividend) .Apr. 173 
Cc. V. Starr and Co., New York 
(Vice President) 
State Farm Mut. Auto. Ins. Co., 
(Cc compos Automobiles) 
(Cali Revisions) 
(Auto Coverage) 
(Executive Elections) 
State Mutual Insurance, Flint 
(New President) 
The Stewartstown Mutual 
town 
(Name Changed) 
Stewartstown Mutual Ins. Co., Stewartstown 
CN an i cnc ns Sept. 153 
St. Paul Companies, St. Paul 
(Acquires Life Company) 
St. Paul Fire and Marine, St. Paul 
(Increased Dividends) 
The Stuyvesant Insurance Co., 
(Enters Surety Field) 

Sun Ins. Office, Ltd., London 
(250th Anniversary) 
The Surety Insurance Co., 

(Vice President) 


, The 


, Boise 


Atlanta 
June 146 
mm 9 132 
Sept. 152 
Dallas 
Ccbecccseccde, BB 


.June 146 
Bloomington 


Fire, Stewarts- 


. Sept. 153 


-Feb. 148 


-Sept. 152 
Allentown 
July 133 


-May 153 
Greenville 


July 133 


Texas Employers’ Group, Dallas 
(Executive Elections) "eb. 149 
(Vice President and Treasurer)..June 146 

Tower Insurance Group, Battle Creek 
(Channing Acquires Group) ......May 154 

Trans America Corporation, San Fr: ancisco 
(Stock Registration Approval) . . 149 
(Stock Acquisition) “Al . 173 

mand Mutual, Philadelphia 

Named President) Mar. 165 

Travelers Insurance Co., Hartford 
(Executive Appointments) 
(Named Vice President) ....... 
(Named Vice President) 
(Elected Vice President) May 1&4 

Inited Fire & Cas. Co., Cedar Rapids 
(Stock Dividend) eae 174 

Inited Ins. Co. of America, 

(Increased Dividend) . 174 

Inited States F. & G., Baltimore 
(Executive Changes) May 154 

Jnity Fire and General, New York 
(New Secretary) ............---. May 164 

Jniversal Automobile Ins. Co., Indianapolis 
(Motor Scooters) Apr. 173 
(Expands Operations) July 133 

Iniversal Insurance Co., 
(Capital Increase) 

Iniversal Insurance, 
(Offer for Stock) 

Jtica Mutual Insurance, Utica 
(Elected Treasurer) .............4 Jan. 142 

Jtilities Ins. Co., St. Louis 
(Executive Elections) 


.Feb. 149 
Mar. 165 
-.Apr. 174 


Milford 

July 133 
New York 
.June 146 


June 146 


Vermont Accident Insurance, Rutland 

(Purchased by Beneficial) ....... Jan. 136 
Vigilant Ins. Co., New York 

(Enters Colombia) Sept. 153 
Wabash Fire and Casualty, 

(Bus Risks) 
Washington Farm Mutual, 

(Merger Approved) ; 
Washington General Ins., New York 

(New Vice Presidents) ....... 
Westchester Fire Ins. Co., New 

(Increased Dividend) 

The Western Casualty and Surety, 
(Capital Increase) 
Windsor Mutual Ins., 

(Merged) 
Worcester Mutual Fire, Worcester 

(Executive Elections) 
Wolverine Ins. Co., Battle Creek 

(Named Vice President) 


Indianapolis 


Yakima 
July 129 


July 136 


-Feb. 149 
Fort Scott 
hesscen cedtlnad July 136 
Hamburg 
June 141 


Aug. 133 
Apr. 174 


Zurich-American Ins. Companies, C age 
(Participating Policies) 149 
(Auto Plan Filed) ............... Mar: 165 





« « « «LIST OF ADVERTISERS = =» » » 


Conn 
rexas 


Aetna Casualty & Surety Co., Hartford 
Affiliated National Hotels, Galveston, 
Aireactor Corporation, New York, N 
America Fore Loyalty Group, New York 
American Casualty Co., Reading, Pa. 
American District Telegraph Co., New ‘York, 
American Equity Insurance Group, Miami, 
American Fire & Casualty Co., Orlando, Fla. . 
General Insurance Group, Houston, 
Insurance Co., Newark, N. J 
Motorists Insurance Co., ¢ ‘hie: ag 
Plan Corporation, New York, N 
American Reinsurance Co., New York, N. Y 
Appleton & Cox, Inc., New York, N 

Atwell, Vogel & Sterling, Inc., Scarsdale 


N.Y 


American 
American 
American 


New 
Bituminous Casualty Corp., Rock Island, Tl 
sooth, Potter, Seal & Co., Philadelphia, Pa. 
Boston Insurance Group, Boston, Mass ‘i 
Bowles, Andrews & Towne, Inc., Richmond, V 
Briscoe & Associates, L. Huell, Chicago, Til 
Burns, Inc., Frank, Seattle, Wash 

Bushnell & Co., Alexandria, La. .. 


Camden Fire Insurance Ass’n., Camden, N 

Clark & Co., Otis, San Francisco, Calif 

Combined Insurance Co. of America, Chicago, ’ 
Commercial Standard Insurance Co., Fort Worth, " 
Compania Carrion Inc., San Juan, Puerto Rico 
Connecticut General Life Insurance Co., Hartford, 
Connecticut Mutual Life Insurance Co., Hartford, 
Continental Casualty Co., Chicago, Il] 
Conover & Co., Chase, Chicago, Il 
Corroon & Reynolds Group, New York, 
Crown Life Insurance Co., Toronto, C: 
Crum & Forster, New York, N. Y 

Cudd & Coan, Inc., Spartanburg, 8. ¢ 


Conn. 
Conn. 
N. Y. 
inada 


Dale & Co., Ltd., 
Dimling, Henry, 


Montreal, Canada 
Los Angeles, Calif 
Eagle Fire Insurance Co., Jersey City, N 
Employers’ Group, Boston, Mes eae 
Employers Reinsurance Corp., Kansas City, Mo. 
Fidelity & Deposit Co. of Maryland, Baltimore, } 
Financial General Group, Des Moines, Iowa 
First Boston Corp., New York, N. ¥ 

Friden Inc., San Leandro, Calif ‘ 
Froggatt & Co., Inc., Joseph, New York, a 
Fund Insurance Cos., San Francisco, Calif. 
General Accident Group, 
General Insurance Co. of America, Seatt'e 
General Insurance Corp., Fort Worth 
Grain Dealers Mutual Insurance Co., 
Greene, Inc., W. W.. New York, N 
Guaranty Security Insurance Co., 


Philadelphia Pa eae 

Wash 
Te xas 

Indianpolis, ‘Ind. 


Minneapol’s, Minn. 


Hanover Insurance 
Harleysville 
Home 


Group, New York, N. Y 
Mutual Insurance Co., Harleysville, 
Insurance Co., New York, N. ¥ 

Homer Bray Service, Albuquerque, N. M 
Hooker, Russell 0., H: artford, Conn 
Houston Fire & Casualty Insurance Co 
Howard & Co., Ltd., Robert, Montreal, ¢ 


Fort Worth, 
‘anada 


c aR 


Indiana Lumbermens Mutual Insurance Co., Indianapolis, Ind. 154 
Tnsurance Co, of North America, Philade'nhia, Pa. . 
Inter-Ocean Reinsurance Co., Cedar Rapids, Iowa 

Jefferson Insurance Co. of New York, New York, N. Y. . 
& Marine 
Insurance Co 
Salt Lake 


Kansas City Fire 
Kansas City Life 
Kolob Corporation, 


Insurance Co., Kansas City, ] 
Kansas City, Mo 
City, Utah 


Lloyd Thomas Co., Chicago, Tll 


Lumbermens Mutual Casualty Co., Chicago, Ill 


» > 


which receive 


-Back Cover 


Dallas, Texas . 
Ruston, La. 
‘Chicago, Ill 
Newark, N. J 


Manning & Sons, T. er 
Marbury & Co., Wm. A 
Marsh-MecLennan races 
Marshall & Co., A. V 
Maryland Casualty Os. Baltimore, Md. . 
Melling & Bevingtons, Ltd., Montreal, Cana 
Metropolitan Fire Assurance Co., Hartford, 
Millers National Insurance Co., Chic ago, Ill. 
Munich Reinsurance Co., New York, N. 
Mutual Benefit Health & Accident Ass’ Ay 
Mutual Life of New York, New York, 


 . ‘ona, 


Omaha, Neb. 
i & 


Nascon Specialty Div.—Eaton Paper Corp., Mass, ... 
National Cash Register Co., Dayton, Ohio 

National Union Insurance Co.. Pittsburgh, 

Nationwide Insurance Cos., Columbus, Ohio 

New Amsterdam Casualty Co., Baltimore, Md. 

Norfolk & Dedham Mutual Fire Insurance Co., Dedham, 
North American Reinsurance Corp., New York, N. Y. 
Northwestern Mutual Insurance Co., Seattle, Wash. 


Pittsfield, 


Mass... 


Hamilton, 
LeRoy, Ohio 
Queens Village, 


Ohio Casualty Insurance Co., 
Ohio Farmers Companies, 
O'Toole Associates, Inc., ey Ks 
Pacific Employers Group, Los Angeles, Calif. 
Pacific National Insurance Group, San Francisco, ¢ 
Pan American Companies, Houston, Texas 

Paull & Son, Inc., Alfred, Wheeling, West Va 
Pearce Co., K. L., Des Moines, Iowa 
Peerless Insurance Co., Keene, N. H. 
Penna. Lumbermens Mutual Ins, Co., 
Photostat Corporation, Rochester, N: 
Pittsburgh Plate Glass Co., P ittsburgh, 
Providence Washington Insurance Co. 


Philadelphia, Pa. 
if 


_P peldiaes R. I. 
New York, N. Y. 


Recording & Statistical Corp., 
Chicago, Ill. 


Reinsurance Agency, Inc., 
Reliance Insurance Co., Philadelphia, 

Ritter General Agency, Denver, Colo 
Royal-Globe Insurance Group, New York, N. Y. 
Royal Typewriter Co., Port Chester, 


St. Paul Group, St. Paul, Minn. 

San Marino Hotel. ‘Miami Beach, Florida 
Security-Connecticut Insurance Group, New Haven, Conn. 
Security Mutual Casualty Co., Chicago, Il 

Sheridan Co., L. J., Chicago, Tl. 
Springfield-Monarch Insurance Co’s., 
Standard Accident Companies, Detroit, Mich. 
Standard Insurance Co., Tu'sa, Okla 
Stewart, Smith & Co. New York, N. 

Stewart, Smith (Canad a), Ltd., Montreal, 
Strudwick Co., A. E., Minneapolis, Minn. 
Sun Insurance Office. Ltd., New York, N. Y. 
Superior Insurance Co., Dallas, Texas 


Springfield, Mass. 


Tiffany Stand Co., St. Louis, Mo 

Traders & General Insurance Co., Dallas, " 

Travelers Insurance Co., Hartford, Conn. 

Tressel & Associates, Harry S., Chicago, 

Trinity Universal Insurance Co., Dallas, Tex 
Tri-State Insurance Group, Tulsa, Okla. 
Tower Insurance Group, Battle Creek, Mich. 
‘nion Mutual Life Insurance Co., Portland, Me. 

'. S. Bronze Sign Co., New York, 

Inited States Casualty Co., New York, N.  & 

‘nited States Fidelity & Guaranty Co., Baltimore, 

‘nity Fire & General Insurance Co., New York, N. 
itilities Insurance Co., St. Louis, Mo. 


Washington General Insurance Corp., 
Western Insurance Cos., Fort Scott, 
Whiting-Plover sveee Co., Stevens Point, Wis. ....... 
Wilson & Co., Ltd., Toronto, Canada 

Wolfe, Corcoran and A as New York, N. Y. 
Woodward & Fondiller, Inc., New York, N. Y. 
Woodward, Ryan, Sharp and Davis, New York, N. Y. 
Wright Line, Inc., Worcester, Mass. 


New York, N. Y. 
Kansas 


"The above discriminating list of clients recognize that an advertisement in BEST'S 
INSURANCE NEWS is a mark of distinction as only those insurance companies 
our recommendation are permitted to advertise in its columns." 
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aDOILy 


akes a difference 


In these days of low profit margins, accidents and injuries on the job can mean the 
difference between profit and loss in construction and industry. 

That is why so many firms from coast to coast count on the Travelers—not only 
to protect them against loss but to suggest added safeguards. 

This dolly is just one of the many devices produced by the Travelers Engineering 
and Loss Control Division to help eliminate accidents, lost time and dollars. The 
dolly enables one man to do the work of many without exposure to back strain and 
other injuries. 

3acking up Workmen’s Compensation, Public Liability and Travelers contracts 
for all forms of insurance, is an unequalled claims organization that gives prompt 
attention anywhere in the United States. 

These important features can help you get and hold new business. A Travelers 
fieldman—-whose business is your business—will be glad to help you. Call him today. 


HARTFORD 15, CONNECTICUT 


THE TRAVELERS concanics 





WHY DO MORE HOMEOWNERS 


TURN TO INA THAN 
ANY OTHER COMPANY? 


INSURANCE BY NORTH AMERICA 
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